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The tipoffs to where business is going 
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Jackson & Perkins’ Charles H. 
Perkins sniffs a heady new era 
of mass production and mass 

marketing for roses. (Marketing) 
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mT assured! ine pest is pure rupper iate 
$ lounge on it, walk on it— not once, but time peting, shoes, clothing or other products that need cushion- 
after time, year after year—and you're bound to be a pure ing, you know you'll always rest easy, rest best, with pure 
rubber latex foam fan for life! Foams made of other materials rubber latex foam. 
just can’t compare for comfort. 100% rubber latex foam is 
narvelously buoyant. And it “breathes’! No hot, sticky Another reason for resting easy is this: you'll find the 
ar. touch of Goodyear quality behind many rubber latex foam 
comforting advantages the remarkable products today. Reason? Goodyear manufactures several 
s-life of rubber latex foam. \t takes plenty of latices for them, including PLIOLITE 5352. Want more details? 
punishment— and bounces back for more. Then, whether Just write Goodyear, Chemical Division, Dept. D-9415, 
you just use, or manufacture, furniture, automobiles, car- Akron 16, Ohio. 
aw 
es Lots of good things come from 


tev GOO Dy YEAR 


. CHEMICAL DIVISION. 


Pliolite—T. M. The Goodyear Tire & Rubber Company, Akron, Ohio 
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1958 1959 1960 1961 
1953-55 Yeor Month Week § Latest 
Average Ago Ago Ago Week 
BUSINESS WEEK INDEX (chart). . . . . 3 1383 = 156.6 = 140.6 »~=—'140.9r_ 141.6* 
PRODUCTION 
ee MEE RUMORS TT FONE 5 os oreo Siac bikes Gis sews Kh as dee eeacee oes 2,032 2,597 1,582 1,574r 1,611 
ce EO OE TE Oy ep PENT Me Te Ua 125,553 137,385 100,331 71,083r 87,641 
Engineering const. awards (Eng. News-Rec. 4-wk. daily av. in thous.)........ $52,412 $62,327 $64,490 $68,510 $62,780 
Electric power (millions of kilowatt-hours)..............cccccecceeccces 10,819 13,951 14,239 14,295 14,291 
Crude oil and condensate (daily av., thous. of bbls.).............eeceecees 6,536 7,078 7,207 7,353 7,366 
Bituminous coal (daily av., thous. of tons).............ceeecccccccceces 1,455 1,487 1,222 1,022r 1,074 
Pe mOONE LEONE) 925 Soyo ars alsin sw ow dives ab ogo Gis Waceahad eaten 247,488 316,264 305,151 320,783 313,642 
TRADE 
Carloadings: miscellaneous and I.c.I. (daily av., thous. of cars)..........seee 70 58 49 51 52 
Carloadings: all others (daily av., thous. of cars)...........seccecceccees 47 39 35 31 32 
Department store sales index (1947-49 = 100, not seasonally adjusted)..... 121 129 115 128 140 
Business failures (Dun & Bradstreet, number)..........cecccccecceccers = 198 286 348 363 359 
PRICES 
Industrial raw materials, daily index (BLS, 1947-49 = 100)............e0. 89.2 91.7 90.1 92.6 92.5 
Foodstuffs, daily index (BLS, 1947-49 = 100)............ccccecccccecces 90.5 75.1 78.9 78.0 78.2 
PAG OEM AGD0T 45ND Wy dio x ss Sais x 6nae 0 6 Scien howwa enone 19.8¢ 21.0¢ 17.6¢ 17.5¢ 17.5¢ 
Finished steel, index (BLS, 1947-49 = 100)..........cccccccccccccccce ; 143.9 186.8 186.2 186.2 186.2 
Scrap steel composite (Iron Age, ton)... . 2... cc cccccccccccccccccoscece $36.10 $33.17 $34.50 $38.50 $39.17 
Copper (electrolytic, delivered price, E&MJ, Ib.)......... cece cecccccceces 32.394¢  33.000¢ 29.000¢ 29.000¢  29.000¢ 
Aluminum, primary pig (U. S. del., E&MJ, Ib.)............0cccecccecnccs 20.6¢ 26.0¢ 26.0¢ 26.0¢ 26.0¢ 
Aluminum, secondary alloy #380, 1% zine (U.S. del., E&MJ, Ib.).......... tt 25.04¢ 22.64¢ 22.60¢ 22.52¢ 
Wheat (No. 2, hard and dark hard winter, Kansas City, bu.)............ee. $2.34 $2.13 $2.06 $ 2.02 $1.99 
Cotton, daily price (middling, 1 in., 14 designated markets, !b.)..........+. 34.57¢ 32.03¢ 30.71¢ 31.10¢ 31.20¢ 
ees Sens aston, Wh) ods visas ccc cas seh sels ssc cnenbiccdee va weucees $1.96 $1.76 $1.65 $1.65 $1.64 
FINANCE 
500 stocks composite, price index (S&P’s, 1941-43 = 10)...........000. - 31.64 55.85 63.12 64.62 64.52 
Medium grade corporate bond yield (Baa issue, Moody’s)...............++. 3.59% 5.19% 5.04% 5.02% 5.02% 
Prime commercial paper, 4 to 6 months, N. Y. City (prevailing rate)........ 2-2%% 44% 3% % 3% 27% % 
BANKING (Millions of Dollars) 
Demand deposits adjusted, reporting member banks..............eeeees C tt 59,164 59,389 60,808 59,706 
Total loans and investments, reporting member banks................+e. tt 101,510 109,213 110,222 109,119 
Commercial, industrial, and agricultural loans, reporting member banks.... tt 31,947 32,331 33,090 33,119 
U.S. Gov’t guaranteed obligations held, reporting member banks.......... tt 24,843 30,310 30,236 29,451 
Total federal reserve credit outstanding...............ccccceccccccece 26,424 27,189 28,232 28,116 N.A. 
Ge DIOEK aici tc pee els Uae a tenes obs ste ci ccwe caeweeterenas ; 21,879 19,408 17,372 17,384 17,389 
MONTHLY FIGURES OF THE WEEK — =. = aa 
Cost of living (U.S. Dept. of Labor BLS, 1947-49=100) ............ February...... cee 114.6 125.6 127.4 127.5 
McGraw-Hill Indexes of New Orders (1950= 100) 
New Orders for machinery, except electrical (seasonaly adjusted). .February......... 104 164 166 159 
Construction & mining machinery....................ceeece. February.......... 111 204 153 159 
Menges BGUS | 65 as bik ss cabo s hod Fan ee sees. varcennue February. .......0 106 173 131 135 
PNG We MONG av 6 o-oo Sowiaia ssw we deos Fede es peut February......... ‘ 120 353 326 334 
RRPIRT TN SUED 25 o.oo iaob sos Socio aes Sawn de bend February.......... 125 164 160 201 
Ne III, 6 5 5 soko bcc secweedawkes boaeneean February......... ‘ 95 141 144 139 
EOD I ooo 6 cc ste hs e358: 654 Sod hice oss CAO Ld Ee 109 206 231 235 
New contracts for industrial building.....................000- downy) PRE 128 155 163 155 
New Orders for Machinery for export (1957=100%)............. February......... A tt 107 136 147 
r Revised. 


* ina, week ended March 25, 1961. 
++ Not available. Series revised. 
N.A. Not available at press time. 


8 Date for ‘Latest Week’ on each series on request. 
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READERS REPORT 





Wrong Time to Choose? 


Dear Sir: 

Very shortly industry will send 
a horde of specialists to the vari- 
ous college campuses to enlist the 
future services of outstanding June 
graduates. They will offer entice- 
ment after enticement without ac- 
tually knowing whether the can- 
didates so picked are worth all the 
trouble they go through to hire 
them. . . . It seems to me this is 
a “shot in the dark” method and 
there is a better one which shouldn’t 
be overlooked. 

I feel that the years that a boy 
or girl is in college are his or her 
molding years or years of matur- 
ing. If they pursue their studies 
and they actually put what they 
have learned into actual practice 
while it is ripe in their minds, 
many of them would graduate 
into industry with more certainty 
of purpose than is the case at pres- 
ent. Such colleges as Antioch 
divide their systems into equal 
periods of study and work with 
the cooperation of many indus- 
tries. This isn’t possible for most 
students, but industry forgets that 
the same results could be obtained 
through summer employment in 
conjunction with a _ student’s 
studies. . . . 

Economically, it should be far 
less expensive for businesses to 
obtain good prospects from a 
group of students at possibly $1 an 
hour over the summer than from 
graduates at $3 per hour after they 
have completed four years of col- 
lege. 

THEO. M. JacoBowITz 
THEO. M. JACOBOWITZ ASSOCIATES 
HIGHLAND PARK, MICH. 


Figuring the Numbers 


Dear Sir: 

I have been riding commercial 
airlines and reading statistics in 
BUSINESS WEEK and other maga- 
zines for years. 

You quote a Robert Serling [BW 
—Feb.4’61,p91] as saying you are 
20 times safer in a plane than in 
your own car. I have never been 
impressed by such statements or 
figures based on fatalities per pas- 
senger mile. It appears to me that 
someone should put together some 
Statistics on various forms of travel 
based on fatalities per hours of ex- 
posure. Obviously, it is only dur- 
ing the hours one is in the vehicle 
that a risk is encountered. 

If I drive 1,000 miles in my car 


5 














How clearly are you “getting through” 
to your group insured employees? Like most employers, 


you thought your group insurance program would promote morale, hold key 
employees, even increase output. But are the results clear cut? 

We think group insurance should create a clear “employer image” favorable to 
the employer. To insure this, we have developed an exclusive service called “Man- 
agement Recognition Program.” It is a discreet program of in-plant posters, payroll 
enclosures and employee booklets that builds a favorable “image” of you with your 
employees. We install it free. We provide all materials for maintaining it. Ask your 
Occidental agent or write us about the Management Recognition Program 


OCCIDENTAL 


LIFE INSURANCE COMPANY OF CALIFORNIA 
(A MEMBER OF THE TRANSAMERICA INSURANCE GROUP) 


Home Office: Los Angeles 54, California * Group Insurance * Life, Accident and Sickness Insurance * Pension Plans 
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at turnpike speeds, I am exposed 
to accidents for 17 hours. In 17 
hours a jet plane could take me ten 
times as far or 10,000 miles. Let’s 
assume one accident per trip, and 
let’s look at these figures a minute. 
On a mileage basis, we have one 
accident per 1,000 miles by car 
and per 10,000 miles by plane, or 
10 to 1 in favor of the plane. On 
a per hour of exposure basis, it is 
17 to 1 in favor of the car. On 
a per trip basis, the car and plane 
are even. 

J. K. COCHRAN 
PITTSBURGH PLATE GLASS CO. 
PITTSBURGH, PA. 


For Medicare 


Dear Sir: 

In answer to Anderson’s letter 
[BW—Mar.11°61,p5]: 

It is doubtful that more than a 
few supporters of health insurance 
consider it a “free lunch.” It’s 
merely a lunch they can afford. 

It's not another freedom of 
choice gone forever: anyone who 
can afford more health care can 
have it; a minimum is provided for 
those who didn’t have a choice. 
Obviously, there were too many of 
them. 

Everything proceeds naturally 
from these circumstances. 

SCHUYLER YATES 
TOLEDO, OHIO 


The Crucial Problems 


Dear Sir: 

I returned from Europe only a 
few days ago. There 1 spent five 
days in Kiel discussing the eco- 
nomics of disarmament with the 
Russians, Poles, Czechs, Hun- 
garians on the other—and the Eng- 
lish, Swedes, Germans on my side 
of the table. 

In watching the present U.S. 
disarmament debate, I have a feel- 
ing that too much attention is 
being given to military strategy 
and tactics and not enough to basic 
politics. It is unthinkable to me 
that any kind of disarmament or 
arms control can be agreed upon 
before a fundamental, if not final, 
settlement is reached between East 
and West on the vital political 
sues—particularly the question of 
the position of all uncommitted 
countries. Thus much of the 
sophisticated game-theoretical pat- 
ter is being carried on in vain and 
what is worse, it distracts our at- 
tention from the crucial political 
and economic problems. 

WASSILY LEONTIEF 
HARVARD UNIVERSITY 
CAMBRIDGE, MASS. 
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A BUSINESS WEEK 


SERVICE 


Creeping optimism is the prevailing mood in the steel industry these 
days. Improving auto sales in the first 20 days of March (page 14) pulled 


down dealer inventories of U.S.-built cars below the one-million mark for © 


the first time since the beginning of the year, and generated a modest stream 
of orders from auto makers. 


Operations in the steel industry continue to give evidence that users of 
the metal are buying a little less sparingly. 


As anyone who watches the figures knows too well, new orders are some- 
thing less than an avalanche. Yet they are enough, apparently, to sustain 
a continuing slow rise in output. Last week steel production edged past the 
1.6-million-ton mark for the first time since June, 1960. 


Even with this gradual improvement, the first half of 1961 is bound to 
be a disappointment to the steel industry. 


The reason, of course, is the low level of auto output. Even for April, 
automotive orders are notably thin. As one steelman puts it: 


“Tf there isn’t a further brisk pickup in auto sales in the next two to 
three weeks, you can write off the rest of the 1961 model year.” 


—o—. 


Further buoyancy in auto output would also add a little pep to ‘the 
aluminum industry. Though less drastically affected than steel (partly due 
to record exports) aluminum producers have been shaving production 
gradually ever since July. By the end of February, output had dwindled to 
a daily average of only 4,949 tons—73% of present industry capacity, and 
the lowest level since 1958. 


Despite production cutbacks, aluminum inventories have mounted to a 
worrisome level, according to McGraw-Hill’s E&MJ Metal and Mineral Mar- 
kets. Unless consumption takes a turn for the better, further reductions in 
output seem indicated. 


Officially, primary aluminum prices move scarcely at all. However, 
various unofficial methods to shade prices are being used. Though discount- 
ing is less prevalent than at this time last year, it still exists. 


Some indication of the strained atmosphere in the industry may be 
gleaned from the published prices on secondary aluminum alloy. These have 
trended slowly downward, with only slight interruption, since last May, and 
are currently running 214¢ to 3¢ per lb. below the April, 1960, high. 


Here’s one indication that the recession (insofar as it was an inventory 
affair) has reached bottom or may be turning up: 

Bank loans to companies producing metals and working with metals 
indicate that some rebuilding of inventory is taking place—or that receivables 
are rising, which is another way of saying the same thing. 


When an “inventory adjustment” is ending, metalworking companies 
increase purchases of raw materials instead of living off their stocks. 


At first, this rarely means an actual increase in inventory. Products 
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are shipped as fast as they are produced. More raw materials have to be 
bought just to meet operating needs rather than to increase stocks. 

But more working capital is required: (1) to finance the buying of the 
raw material; (2) to carry customers till they pay up. 


Trends in bank loans to metalworking companies have done some pretty 
wild zigging and zagging in the past two years. 

In the spring of 1959 and again in early 1960, demand for bank credit 
soared. Users of steel and other metals were stocking up like mad (in 1959 
in anticipation of the steel strike, and, in 1960, as an aftermath). 

Today’s expansion in bank borrowing is nothing like that; demand for 
credit is modest, orderly. 


During the last half of 1960, the pendulum swung the other way; 
metalworking companies slashed inventories and paid off their bank loans. 
That loan liquidation amounted to something over $650-million. 


At the beginning of 1961, loans were still being reduced. But in recent 
weeks, metalworking has perked up enough to boost credit needs by $324- 
million in seven weeks (though the one-week jump of $184-million at mid- 
March must be largely attributed to tax needs). 


Lumber and plywood manufacturers chime into the chorus of those 
who declare that field inventories have been too deeply reduced. 

Prices have moved up sharply on lumber in the last month, most gains 
averaging in the 6% to 10% range, but extreme gains of 25% are cited in 
the trade. 

More recently, the strength has spread to plywood. The so-called index 
grade of %4-in. sanded panel has bounced to $68 from its recent low of $60, 
while one grade of %-in. sheathing is up to $94 from $80. 


Seasonal gains in plywood and lumber prices are not uncommon early 
in the year as weather begins to open up. But the mills tell you positively 
that the present move is more than just a seasonal pickup. 


They say there’s buying from all over the country. Moreover, buyers 
insist on quick delivery, indicating they are short on stock. 


And the plywood miils are hopeful that there is a real improvement in 
housing; they think that’s what is buoying demand for sheathing. 


Steel scrap prices posted another increase this week, after climbing 
since January. The bellwether grade, No. 1 heavy smelting, was selling at 
$39.17 per ton—$10 higher than the December price, and $6 greater than a 
year ago. 

This burst of strength in scrap prices is due primarily to export buying, 
though domestic markets have improved some in recent weeks. 


Scrap dealers benefit, of course, from increased domestic steel output, 
but they can no longer depend on the size of their share. Modern steel- 
making methods allow more flexibility in the ratio of scrap to pig iron in 
the melt. 


Contents copyrighted under the general copyright on the Apr. 1, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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Signs of Business Recovery 


@ This week signs are multiplying that the recession has touched bottom. 
The signs are tentative and fragmentary. There are some confusing cross cur- 
rents in them. But the total impression is unmistakably encouraging. 


@ Just about everybody-including the President and his Budget Direc- 
tor, David E. Bell (page 22)—agrees that the turning point is here, or very 
near. Recovery aspects of the budget are aimed at long-term problems. 


@ The leading business indicators—notably, a new list produced by the 
authoritative National Bureau of Economic Research (page 16)—are pointing 
to an early upturn. Thus far, these indicators seem to be signaling a rather 
moderate recovery following the present moderate business recession. 


@ The demand for loans—as revealed by a survey of banks and insurance 
companies-fits in with this picture of a moderately paced upturn (page 18). 
The lenders see a budding increase in business demand for money—but less 


than they had looked for earlier. 


@ Similarly, the consumer is shaking off his winter doldrums—and retail 
sales are up, though not sharply (page 14). Happily, durable goods are 
getting more of a play. The University of Michigan’s consumer intentions 
survey suggests continuing caution on the part of consumers (page 15). 
This raises some real questions, but even here there are hints that the con- 
sumer mood may have improved in the weeks since the investigators con- 


ducted their interviews. 


@ The Kennedy Administration—not willing to trust to the business cycle 
to produce a full recovery—has submitted a red-ink-on-purpose budget for 
fiscal 1962, aimed at giving the economy a modest boost (pages 22 and 100). 
The Administration is estimating a deficit of $2.2-billion in this fiscal year 
and projecting a $2.7-billion deficit for the year that starts in July. 


@ But the stock market acts as though a stronger recovery—or a dose of 
inflation—lies ahead (page 81). And the country, despite the hangovers of 
the recession, seems agreed that for business .. . . 


The Recovery Is Beginning > 
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1. Retail Sales Look Up 


Warm weather and an early Easter 
gave a lift this week to sales across the 
nation’s counters and in auto show- 
rooms. But in both cases, the question 
is whether the upswing will be big 
enough or last long enough to recover 
losses suffered earlier in the year. 

Merchants are as cautious as their 
customers about Easter buying. They 
all agree that sales are hopping along 
nicely, but in the next breath wonder 
‘apprehensively about what happens 
when the holiday splurge is over. 


The Big Question 


Hardly anywhere in a coast-to-coast 
sounding by BUSINESS WEEK reporters 
were there any firm signs that the per- 
centage gains showing up in ofhcial 
retail figures are anything more than 
you have to expect as a result of the 

early Easter season this year. Here and 

there, merchants hope that their cur- 
rent sales gains, compared to a year ago, 
are something more than dress-up busi- 
ness for next Sunday. But the evidence 
isn’t clear. 

A big Cincinnati department store 
manager put it this way: “In a very 
general way I would say the trend is up, 
but the big question is what is going to 
happen in April.” 
¢ Controlling Factors—This confusion 
stems from a number of things. One, 
of course, is the fact that Easter this 
year is Apr. 2—against Apr. 17 last year. 
Another is that in most of the nation 
March, 1960, had wretched weather, 
with zero temperatures and traffic-stop- 
ping snowfalls; this year, March has 
been relatively wide open compared to 
the rest of the winter. Finally, the 
optimism that sprightly sales are pro- 
ducing is a relative thing—relative, that 
is, to the gloom that has prevailed ever 
since January and February came such 
croppers. 

Step back a year beyond 1960, and 
the sharp percentage gains—figures that 
Ralph A. Beck of Macy’s Davison- 
Paxon store in Atlanta calls “really 
wild’”—begin to fade. In 1959, Easter 
was early and the weather and economy 
good. Using that base, many retailers 
doubt that they are up to that year, 
while others are sure they'll equal if 
not pass it. But none sees any surging 
upturn—yet. 
¢ Where It Hurts—The gloom is thick- 
est on the West Coast—and other areas 
where winter has played little part in 
shaping retail sales. In San Francisco, 
one merchandising manager says: “So 
far, sales are for the birds.” Another 
cites this experience: He called a regular 
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customer of high-priced shoes; she ex- 
plained that since her husband, a car 
salesman, had not sold a car in three 
weeks, she wasn’t buying either. 

Los Angeles reaction is the same. 
Despite a wide-open winter with aver- 
age temperatures around 62, merchants 
are complaining that “it is evident 
Easter is upon us, but unemployment 
has had its effect.” 

On the other hand, Philadelphia— 
with one of the worst unemployment 
marks—finds merchants chanting spring 
songs (although with a flat note or two 
as hedge against a possible April slump). 
Chicago, just reclassified as a high un- 
employment area, also reports that “we 
seem to have rounded the corner.” 
Says a merchant: “We're beginning to 
feel a change in customers’ attitudes. 
We were very heartened, for example, 
by a sellout of a china promotion last 
week; that same promotion wouldn’t 
have got off the floor six months ago.” 


ll. Best Sellers 


Right now, of course, it is the 
women’s and children’s clothing depart- 
ments that are showing the major gains. 
Women’s coats and suits are best sellers, 
probably because of the early Easter. 
Across the land, medium-price lines are 
doing best—customers refusing to trade 
down and supremely conscious of good 
buys, with price secondary. 

This year, millinery gets a universal 
cheer. “We can thank Mrs. Kennedy 
for that,” say several merchants. “She’s 
made a lot of women hat conscious by 
wearing one hat—her pillbox.” 

By the same token, the President’s 
wife may be affecting the accessory 
business. She isn’t noted for wearing 
many geegaws—and, almost to a store, 
accessories are a bust. Last Saturday, 
for instance, was supposed to be a 
good one for such items. But, says a 
Philadelphia store, “Palm Saturday was 
a disappointment.” 
¢ Hardgoods Gain—Since ready-to-wear 
goods—pegged to Easter buying—don’t 
give much of a guide to general trends, 
facia about mnerchenelise not tied directly 
to the holiday? 

Here, for almost the first time in a 
vear, there are signs of better days 
ahead. Merchants in more than a dozen 
major cities report that customers are 
taking the bait for hardgoods. In Al- 
bany, a merchant says: “The spark we 
have so long awaited is starting to 
show.” Oklahoma City, hard hit by 
unemployment, says that appliance and 
furniture sales are better than last 
year. In most cases, the sales gains fol- 


lowed strong promotions—with retailers 
crying about profits but at least getting 
some action on sales. 

Not that consumer durables are any- 
where near the volume that can be 
counted a buying splurge. But at least 
there is improvement. As a Philadel- 
phian explains it: “This is the start of 
a permanent upswing. By the end of 
the year we'll be well on our way to 
forgetting this dreary winter.” 


Autos Turn Up 


Most important of all, there seems 
to be a persistent revival in the sale 
of automobiles, after a dismal January 
and February. March results have 
been encouraging. ‘The final 10 days 
of the month apparently brought a 
sharp upsweep in sales, with strong 
hopes by some in the industry that 
the increase will continue and get 
bigger. 

Ford Div. general manager Lee A. 
Iacocca has been stumping the country 
predicting retail sales, including im- 
ported cars, of 500,000 in March and 
better than that in April, May, and 
June. 

In mid-March, the seasonally ad- 
justed annual rate of sales was 5.5-mil- 
lion, up from 5-million a month earlier. 
To attain sales of even 5.5-million cars 
for the full year, however, the second- 
quarter rate will have to shoot above 6- 
million cars. 
¢ Post-Easter Prospects—This action in 
the market place contrasts with the 
latest report by the Survey Research 
Center at the University of Michigan 
(page 15). 

In fact, you can expect a further 
burst of hardgoods buying right after 
Easter, when merchants begin their ma- 
jor promotions. If what has happened 
in the last few weeks is any sign, these 
promotions should pay off. A Nashville 
store—noted for its savvy promotions— 
reports booming sales. “Last week,” 
says the manager, “we sold out of roses 
in our annual sales, sold more than 
ever in history. Sold out of fertilizer, 
too. It sounds wild, but we sold 10 tons 
in one hour.” On hardgoods, this store 
is 10% ahead of 1960 to date. 

All of this may mean that consumers 
have the money and are waiting to be 
induced to buy. That must be the case, 
say merchants, because customers are 
paying off their debts rapidly. A St. 
Louis store complains that payments 
are too fast, and a San Francisco mer- 
chant finds to his amazement that cus- 
tomers are “paying in excess of con- 
tractual obligations.” 
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2. But Consumers Still Hesitate 


There are no signs that U.S. families 
are in anv mood vet to increase their 
buying of consumer durable goods—the 
important product range of autos, appli- 
ances, and housing where any sharp up- 
turn in production would be a major 
boost to the economy. 

Despite an Easter spurt in softgoods 
sales (page 14), the Survey Research 
Center at the University of Michigan 
reported this week that its latest con- 
sumer pulse-taking fails to show anv rise 
in buying intentions for hardgoods. 
¢ Bottoming Out—The best that can 
be said is that consumer sentiment, as 
measured by the interviews, hasn't 
changed significantly for the worse since 
last November. In contrast, there was 
a sharp decline in consumer optimism 
between January, 1960, and last fall. 
Now the bottom may _ have been 
reached. This steadiness in the con- 
sumer expectations comes in the face 
of three months of declining personal 
income, growing awareness of bad busi- 
ness conditions, and increased worries 
about job security and opportunities. 

Thus, say Survey Center analysts, 
consumers may now be susceptible to 
“favorable stimuli” such as better busi- 
ness news and modest gains in dispos- 
able income. What’s more, data for the 
current survey, covering a scientific sam- 
pling of some 2,000 families, were col- 
lected in January and February—a 
period when gloom was intensified bv 
seasonal layoffs, a hard winter, and a 
distinct lack of much optimistic talk. 
¢ Time for Change?—Now that spring 
scems finally to have sprung, the con- 
sumer mood already may be changing 
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for the better. There is no evidence 
that consumers expect bad times to 
continue. To the question of whether 
they think things will be better a 
vear from now, far more people an- 
swered yes than at anv time since 1954. 
This same near-term unrest contrasting 
with optimism for the longer pull also 
applies to personal finances. People sav 
their family finances are distinctly worse 
now than in November, but their opti- 
mism is greater for the months ahead. 
e Why the Optimism—The Survev 
Center’s interviewers came up with a 
couple of reasons to explain the opti- 
mism for the coming months at a time 
when incomes are low and unemploy- 
ment and job worrv high. 

For one thing, consumers are betting 
that the government wi!l take anv neces- 
sarv action to forestall long-run hard 
times. About half those who see good 
times ahead spontaneously cited govern- 
ment action as a reason. 

Besides this, many more people think 
that prices are right. In the past year, 
surveys have found fewer consumers 
expecting prices to rise. Ordinarilv, anv 
fears of creeping inflation (as distin- 
guished from fears of immediate sharp 
price boosts that set off buving sprees) 
tend to deter spending on hardgoods. 
Now that people are looking favorably 
on prices, thev should be in a mood to 
buv as the recession bottoms out. That 
shows up in the fact that manv more 
people now than in the 1953-54 and 
1957-58 recessions think this is a good 
time to buy. 
¢ The Hard to Sell—All these condi- 


tions may bring about an end to the 


long drought in consumer durable sales, 
but they do not relieve the immediate 
picture. Consumers are still cautious. 
It may be they don’t want to be burned 
twice. After recovering their aplomb in 
early 1959 from the 1957-58 recession, 
thev became skittish again in the fall of 
that vear, then had their hopes raised in 
early 1960 as the stecl strike ended. 
But like evervbody else, they were dis- 
illusioned by mid-1960—and so now 
they can’t seem to shrug off their de- 
pressed attitude (chart). 

Thus, the current Survey Center 
report is not very encouraging to 
Detroit. Plans to buv autos in the 
next 12 months are sharply below last 
vear, both for new and used models. 
On the other hand, over a shorter six- 
month period, intentions to buy cars 
are off only 10% from a vear ago, with 
used-car plans down more sharply than 
new—apparently reflecting the plans of 
harder-hit lower income groups. 
¢ Housing Plans—About the same 
number of people expect to buy houses 
in the next 12 months as did last year, 
but that figure is still below 1959. 
Home improvement plans, which have 
always held up well even in past re- 
cessions, also have dropped considerably 
from the high levels of a vear ago, 
both in numbers as well as in the 
amounts people plan to spend. 

Finally, the latest survey gives no 
encouragement to appliances and ma- 
jor household goods. Intentions to 
buy such big ticket items in the next 
12 months are less frequent now than 
they have been in the past vear or 
two. 
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time, an upswing in general business 
has followed hard on their heels. Pre- 
sumably the same thing is likely to 
— this spring. 
¢ More’ Reliable _Indicators—The 
NBER’s new lead indicators are con- 








An upturn in a single indicator 
usually doesn’t mean too much. Each 
of these series is a sensitive and erratic 
business measure—which means that 
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really turned the corner or is just jump- 
ing around. But in the past, when 
a large majority of the indicators have 
turned the corner at about the same 


tained in a massive two-volume study of 
the behavior of a host of economic 
series over the course of the business 
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cycle: Business Cycle Indicators, Prince- 
ton University Press, 1961, $15. Ac- 
cording to Geoffrey H. Moore, an asso- 
ciate director of research at the NBER 
and editor of the study, the new lead 
indicators are considerably more reliable 
harbingers of business turns than the 
ones that have been in use up to now. 
The NBER indicators were first de- 
veloped by the bureau’s founder, Wes- 
ley C. Mitchell, in 1938 at the request 
of Pres. Franklin D. Roosevelt, and 
last brought up to date by Moore in 
1950. Moore states that the new and 
superior list of indicators was made pos- 
sible by the mass of new data that has 
been flowing out of the government 
statistical agencies since World War II. 
In addition, the bureau has been able 
to benefit from an analysis of three full 
postwar business cycles. 
¢ Statistical Consistency—The bureau 
selects its indicators on the basis of an 
examination of over 800 statistical 
series. It uses as indicators only those 
series that turn out to show a reason- 
ably consistent pattern of timing over 
the business cycle. For the new list, 
only 26 series passed this test. In addi- 
tion to the 12 leading indicators, the 
bureau has found nine coincident in- 
dicators, series that usually turn up at 
about the same time that general busi- 
ness turns up and turn down at about 
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the same time as general business, and 
five lagging indicators, series that gen- 
erally turn up and down after general 
business. 

The NBER picks its indicators 
purely on the basis of the historical 
consistency of their timing at business 
cycle turning points. However, there 
is usually a common-sense explanation 
as to why they behave as they do. For 
example, average number of hours 
worked per week is probably a lead in- 
dicator, because companies ordinarily 
vary the length of their work week be- 
fore they decide to hire or fire anybody. 
The index of industrial production is 
a coincident indicator because it is it- 
self a rough measure of the level of 
business activity. Plant and equipment 
spending is a lagging indicator because 
business must ordinarily pick up before 
companies decide to increase their 
capital expenditures. 

Right now the coincident and lag- 
ging indicators are still showing up as 
minuses for the most part. Still, some 
hopes of an upturn in employment, a 
coincident series, comes from _ last 
month’s sharp dip in new unemploy- 
ment claims. And there are even signs 
of an upturn in two of the lagging in- 
dicators: Retail sales have risen during 
the past few weeks, while the most re- 
cent SEC-Commerce Dept. survey of 


plant and equipment spending holds 
out hope for an upturn in the latter 


part of the year. 

¢ Chief Worry—The NBER _ indi- 
cators show that ‘the chief business 
worry that remains is profits. Corpo- 
rate profits after taxes, a lead indicator, 
are still falling, while poor profit expec- 
tations appear to be causing the num- 
ber of companies to continue to de- 
cline. The immediate cause of the poor 
profit picture seems to be an inability 
on the part of business to bring its 
wage and salary costs under tight con- 
trol. Unit wage and salary costs have 
continued to nse throughout the reces- 
sion, although the rate of rise has be- 
gun to taper off in the past couple of 
months. Still, it looks as though busi- 
ness will have to wait for a rise in 
volume to bring genuine relief from 
the profit squeeze. 

The new NBER study _ indicates 
that, on the basis of past experience, 
the upswing can be expected to be 
moderate. Historically, mild recoveries 
have followed mild recessions—and the 
recession that is now coming to an end 
has been very mild by historical stand- 
ards. 

The NBER does not itself make fore- 
casts. Instead, it keeps its indicators 
up to date for the benefit of other 
business analysts. 


4. Loan Demand Begins to Stir 


In a timid sort of way, corporate de- 
mand for credit is starting to perk up. 
It’s not something to get wildly excited 
about yet; faint stirrings of a moderate 
increase are felt, if only in a few parts 
of the country. And—as is typical of any 
transition between recession and recov- 
ery—there is also more sense of things 
looking better than of things being 
better. 

Certainly, corporate borrowers are 
not beating down bankers’ doors to ob- 
tain funds. Over the country, demand 
for bank credit has been running way 
below last year, and bankers in many 
cities suggest that the latest fillip in 
current loan demand will fail to exceed 
seasonal patterns. 

Nevertheless, in enough cities to jus- 
tify a hope, if not a trend, bankers 
either report a lift in demand in the 
past few weeks or say they sight one 
close at hand. 
¢ Gradual—So far, there is no sign that 
this modest increase in demand will 
turn into boom proportions. One New 
York banker sums it up by saying “Our 
estimates are that our loans will be 
higher at midyear than now, but we 
see no great surge in demand as yet.” 

Bankers and corporate executives 
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questioned in a BUSINESS WEEK survey 
this week believed that the business up- 
turn will be gradual, and there’s no in- 
dication that corporate demand will get 
out of hand and precipitate a drastic 
credit squeeze this year. In the last half 
of 1960, many companies paid off loans 
that came due without renewing them. 
There is still no mad rush to rebuild 
inventories of the sort that could re- 
quire heavy borrowings. 

Demand for long-term credit, more- 
over, is not overly strong. A number 
of insurance companies came into 1961 
with heavy advance commitments for 
loans, but others say they still have lots 
of room for more loans. Rates have been 
reduced to the point where the average 
loan is going out at 54%. Says a Mid- 
west executive of a capital goods com- 
pany: “We may borrow long this 
vear, but it won’t be because of any 
new optimism. It will be just part of 
our long-range program.” 

Big debt offerings planned by U.S. 
Steel Corp. and Motorola, Inc., give 
hope, however, that the cost of credit 
has been reduced enough to woo more 
corporations into the market. 

e. Widespread—The increase in loan 
demand has come from a number of in- 


dustries, although banks in only a few 
cities have benefited so far. New York 
banks, along with some other big city 
banks, are having it better than most. 
Up to a week ago, business loans at 
leading New York banks had increased 
by $121-million since the first of the 
vear, as against a rise of $58-million in 
the same period a year ago. 

Metalworking concerns make up one 
group that has been to the banks in 
significant volume. This indicates a 
bottoming out of the inventory cycle, 
for these companies apparently need 
more working capital to buy raw mate- 
rials and to carry their customers until 
the latter can pay for products. 

In the Midwest, bankers also report 
demand from commodity dealers, partly 
to finance speculation in farm crops. 
Petroleum, coal, and chemical compa- 
nies, too, have been fairly heavy borrow- 
ers in that region. Across the country, 
there has been the normal seasonal de- 
mand by the wholesale and retail trade 
and apparel makers. 
¢ Cash Strain—Most welcome to bank- 
ers, though, was the extremely large 
corporate borrowing to meet March tax 
payments—surprising in that the reces- 
sion had not only reduced cash needs 
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for inventory, but had also reduced cor- 
porate profits and therefore tax liabil- 
ities. The gain in loans was about $735- 
million, just slightly less than in 1960 
and noticeably more than in 1959. 

This commentary on corporate liquid- 
ity leads some bankers to predict that 
since many corporations are strained 
for cash, they will be forced to borrow 
earlier in the business recovery than 
they might normally have had to. 
¢ Pressures—At present, banks have 
ample funds to meet current loan de- 
mand, and bankers say they can meet 
any reasonable increase in demand with- 
out pushing up rates. However, if cor- 
porations are forced to borrow heavily 
because they can’t generate enough 
funds internally, this could produce a 
sharp jump in short-term rates. Banks 
are starting with a tighter money mar- 
ket than they did in 1958, and a strong 
business upturn could drive the prime 
rate above 5%. 

Another concern is that a good part 
of the latest increase in loans is in term 
loans—those with an original maturity 
of over one year. A number of bankers, 
including Kenneth V. Zwiener, presi- 
dent of Chicago’s Harris Trust & Sav- 
ings Bank, regret the trend toward ex- 
tending longer and longer term loans, 
because this cuts loan turnover. Zwiener 
asks: Will the banking system be able 
to discharge its responsibility of pro- 
viding short-term credit to meet sea- 
sonal requirements? 
¢ Stable Prime Rate—Bankers admit 
they could get caught up short if there 
was a sudden upturn, but, for the mo- 
ment, the prime rate—now at 44%— 
looks more stable than it has been for 
months. 

A few months ago, you could find a 
number of bankers who believed the 
prime rate—the rate that banks charge 
their best borrowers—was likely to fall 
in the face of soggy loan demand and 
the Federal Reserve’s general easing of 
credit. The latest briskness in demand 
makes bankers more confident the prime 
rate will hold firm. 

Few bankers, however, think the 
prime rate will rise in the next few 
months, unless the recovery has more 
steam than they expect. One or two, 
though, are beginning to worry about 
what the Fed will do as business turns 
up. One New York bond dealer, Robert 
Van Cleave of C. F. Childs & Co., 
Inc., goes so far as to say that the Fed 
is already tightening a bit. Van Cleave 
keeps a five-week moving average of 
the banks’ free reserves; this indicates 
that the Fed has been trimming ex- 
cess reserves since the end of January. 

Most bankers don’t believe that any 
big change in Fed policy is in the 
offing. But as one Southern banker put 
it: “The Fed certainly won’t sit idly by 
if the Administration’s budget deficit 
sets off a new inflationary spiral.” 
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Tax Aid for Capital Spending 


The Administration is shaping its plan, perhaps with 
about $1.5-billion in new incentives for investment. Treasury 
adviser suggests form such a plan might take. 


The long-awaited Kennedy proposal 
for a tax incentive to stimulate business 
investment in modern, more productive 
plant and equipment will go to Con- 
gress within the next week or two. 

The tax proposal—be it a liberaliza- 
tion of depreciation allowances or a 
credit against a company’s tax bill—is 
tated by the President as most impor- 
tant for stimulating economic growth. 
¢ Limited Help—From all the evidence 
available, though, it appears that the 
turnback of revenue from the Treasury 
to the taxpayer will be limited, perhaps 
to about $1.5-billion a year. 

This looks relatively small, against 
total plant and equipment spending of 
about $35-billion a year. But officials 
are seeking a method of making the tax 
concession go farthest in generating new 
capital spending. 

They are also working to meet Pres. 
Kennedy’s insistence that there be “off- 
setting” revenues to replace the money 
lost to the government through the tax 
incentive plan. The program that ulti- 
mately goes to Capitol Hill probably 
will contain recommendations to elimi- 
nate capital gains treatment on income 
from the sale of depreciated property, to 
establish a tax withholding system on 
dividend and interest payments, to end 
the 4% dividend credit for individuals, 
and generally to tighten enforcement 
of the tax laws. 
¢ Investment Credit—As the Admini- 
stration comes down to deciding what 
form of capital spending incentive it will 
propose, many officials are known to 
prefer granting more liberal deprecia- 
tion allowances. But Stanley S. Surrey, 
Assistant Secretary of the Treasury for 
tax matters, wants something that would 
be new to the U.S. tax code. 

Surrey proposes that businesses be 
allowed to subtract from their income 
tax payments a percentage of their 
spending on plant and equipment—a 
so-called investment credit. This week, 
he spelled out the advantages and dis- 
advantages of this scheme (as well as 
of other methods, including deprecia- 
tion increases) before the Tax Execu- 
tives Institute in Washington. 

After analyzing the pros and cons, 
Surrey wondered if two variations of 
his idea couldn’t be combined: 

¢ Give companies a credit (15%, 
for example) on the amount by which 
their spending for a given year exceeds 
their depreciation allowance, 

¢ Allow companies that wouldn’t 
benefit by this a credit of, say, 5% on 


their total spending on new plant and 
equipment. 

Surrey recommends that such a plan, 
it adopted, be a permanent rather than 
temporary measure. To prevent a com- 
pany from bunching its capital spend- 
ing in a single year merely to reap tax 
benefits, Surrey suggests using five-year 
averages both on the spending figure 
and on the base used to calculate any 
increase in spending. 
¢ To Be Decided—Surrey raised many 
other questions that will have to be 
decided, whatever scheme is adopted: 

eShould used as well as new ma- 
chinery qualify? 

e Should all assets count or just 
those with a relatively long life? 

eShould all investment qualify— 
commercial buildings and _ residential 
construction as well as machinery and 
factory buildings? 

eShould all businesses qualify? 
For instance, what about public utili- 
ties, which—because their profits are 
regulated—would presumably have to 
pass tax savings back to the consumer? 

e Should a ceiling be fixed on the 
benefit? 

About one issue Surrey was certain: 
Any benefit would be retroactive to 
Mar. 1 of this year, and perhaps to 
Jan. 1. This was to assure companies 
that there is no reason to hold off 
spending because of uncertainty as to 
the exact form the law might take. 

e Surrey’s Ordeal—The critical attitude 
of Congress toward the Administration 
on tax matters flared brightly last week 
when Surrey was given two rough days 
of questioning by members of Sen. 
Harry F. Byrd’s Finance Committee. 

Although he hasn’t been confirmed, 
Surrey has been on the job as Secy. 
Douglas Dillon’s chief tax adviser since 
early February. He is a Harvard 
professor, a leading tax lawyer and 
theorist on tax reform. 

Surrey won few words of praise from 
the Senate committee. Mostly, he was 
grilled on whether he still meant what 
he said in Law Review articles and in 
testimony to the House Ways & Means 
Committee a couple of years ago. 

Surrey’s position in such statements 
was that the fantastic complexity of 
present law makes it easier for lobby- 
ists and for special interests to press 
Congress into adopting additional 
amendments as obvious inequities crop 
up. Without strong Treasury lobbying 
for the public interest, he said, the 
average man gets short shrift. 
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LAOTIAN government troops rebuild bridge destroyed by rebel forces. Diplomatic moves may bring cease-fire to Laos as... 


U.S. Runs Big Risks in Trying Fola 


The delicate balance between peace 
and war in Southeast Asia swung toward 
a diplomatic solution and peace at mid- 
week. 

It is already clear that the U.S. will 
have to pay a political price in a nego- 
tiated deal ending the Soviet-backed 
rebel offensive in Laos. It is also clear 
that Pres. Kennedy is prepared to pay 
such a price to keep the U.S. from 
becoming embroiled in what probably 
would be a hopeless and certainly dan- 
gerous war on the frontiers of Red 
China and Communist North Vietnam. 
The big question is whether Moscow 
will put the price too high. 
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¢ U.S. Objective—Kennedy’s basic ob- 
jective is to achieve a military dis- 
engagement of both Western and Com- 
munist powers in Laos. That would 
require a cease-fire, suspension of 
Soviet and North Vietnamese military 
aid to the Communist Pathet Lao 
forces, and of U.S. military assistance 
to the pro-Western royal Laotian gov- 
ernment. 

To get this mutual military disen- 
gagement, Kennedy is ready to accept 
a government in Laos that would ob- 
serve political as well as military neu- 
trality. And that probably means 
restoration of former Premier Souvanna 


Phouma to power and the inclusion 
of some Communists in the cabinet. 
But if the Soviets press for the parti- 
tion of Laos, Washington will not ac- 
cept this. 

What Kennedy hopes to see emerge 
ultimately is a neutral buffer zone in 
Asia between the Communist powers 
and our Southeast Asia Treaty Organ- 
ization allies that would be accepted 
by both. The buffer would include 
India, Burma, Laos, Cambodia, and 
Vietnam. The President will work to 
promote greater political cooperation 
among these countries. 
¢ Diplomatic Moves—These were the 
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Laos Deal 


major moves as the Laotian crisis came 
to a head during the past week: 

At the White House on Monday, the 
President met for nearly an hour with 
Soviet Foreign Minister Andrei Grom- 
vko. Afterward both men expressed 
hope for a negotiated settlement that 
would assure the “neutrality and in- 
dependence” of Laos. But whether they 
meant anything like the same thing by 
these words still was in doubt at mid- 
week. And the immediate critical ques- 
tion of whether the Soviet Union would 
halt assistance to Communist rebels and 
force them to accept at least a de facto 
cease-fire remained unanswered. 
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Kennedy and Secy. of State Dean 
Rusk see an early cease-fire as an ab- 
solute prerequisite to fruitful East- 
West negotiations. Otherwise, negotia- 
tions would be merely a device to stall 
intervention while the Laotian Com- 
munists took over the country by 
force, thus threatening all of South- 
east Asia. 

In Moscow and at the United Na- 
tions, the Russians are under constant 
diplomatic pressure to substitute the 
conference table for the battlefield. 
Britain and India play the key roles. 
British diplomats pressed Premier 
Khrushchev to accept Prime Minister 
Macmillan’s proposed solution. This 
calls for a cease-fire, reactivation of the 
international control commission set up 
in 1954, and an international con- 
ference to determine the future military 
and political status of Laos. 

Indian Prime Minister Nehru assured 
Khrushchev that Kennedy’s desire for a 
neutral Laos is sincere and warned him 
that continuation of the rebel offensive 
would force the United States and its 
allies to intervene militarily. 

In Bangkok, foreign ministers of the 
SEATO nations—the U.S., Bnitain, 
France, Australia, New Zealand, Paki- 
stan, Thailand, and the Philippines— 
agreed at midweek on plans for mili- 
tary intervention if diplomacy fails. 
Complete agreement reached earlier be- 
tween Kennedy and Macmillan at Key 
West on the necessity of blocking a 
Communist military takeover underline 
the seriousness of SEATO’s planning. 
To make the warning even clearer, the 
U.S. began moving Navy and Marine 
task forces toward Southeast Asia, 
alerted fighter bomber squadrons in 
the area. 

A Warsaw Pact Meeting in Moscow 
simultaneously plotted Communist tac- 
tics in the crisis. The Communist 
leaders weighed alternative moves in 
Laos in the broad context of East-West 
relations, trying to calculate whether a 
showdown now in Southeast Asia would 
jeopardize Khrushchev’s co-existence 
policy. 
¢ Bargaining—Any terms for a peaceful 
settlement of the Laotian crisis will 
represent substantial U.S. concessions, 
both in procedure and in substance. 
Composition of the conference still is 
subject to bargaining, but the attend- 
ance of Red China is inevitable and 
the Soviets also may insist that North 
Vietnam be represented. 

The only U.S. demand that does not 
echo the Soviet position—the call for a 
cease-fire and an end to Soviet military 
aid to the rebels—had not been accepted 
by Moscow at midweek. And, indeed, 
the Soviets continued to deny that they 
were supplying any aid. 
¢ Important Concession—But the def- 
nition of neutrality that Kennedy now 
is applying in Laos involves a more fun- 


damental and riskier concession to 
Soviet views. 

Both the U.S. and Communist 
powers have publicly professed to agree 
right along that Laos should remain 
neutral in the cold war. But the U.S. 
has interpreted this as meaning mili- 
tary neutrality only. The Communists 
have insisted on political neutrality 
as well. 

The U.S. has established no military 
bases in Laos, but since mid-1958, the 
U.S. has given military, economic, and 
political support to a series of pro- 
Western governments that excluded 
any Communists. 

For this reason, Communists and 
many Asian neutralists have charged 
that the U.S. is maintaining pro-West- 
ern governments in Laos, thus violating 
the country’s neutral status. 

Now, Kennedy has decided to accept 

the Communist and neutralist demand 
that Laos become politically as well as 
militarily neutral. 
e Calculated Risk—The risk in this 
course of action is obvious. Inclusion 
of Communists in the Laotian govern- 
ment could merely be a prelude to a 
Communist political takeover. 

Pathet Lao in the past has worked 
to sabotage at every step what slight 
progress there has been toward political 
stability and economic growth. Pathet 
Lao guerrillas now control about half 
of the land area of the country. It will 
be difficult if not impossible for any 
international control organization, no 
matter how zealous and unbiased, to 
check the flow of. undercover financial 
and military assistance to the Laotian 
Communists across the long wild North 
Vietnamese frontier. 

Kennedy and Rusk, however, are 
willing to gamble on the chance that 
in practice a politically neutral Laos 
would not necessarily go behind the 
Bamboo Curtain. Their hopes are based 
on a number of calculations. 

In the past, the Pathet Lao successes 
have depended on substantial outside 
Communist help. The Pathet Lao has 
vet to demonstrate that it can win 
wide popular support without such 
backing. 

Washington is hoping, too, that 

world opinion and particularly neutralist 
opinion will deter Khrushchev from 
plaving too rough in Laos. The new 
U.S. position has won wide support 
both in Asia and elsewhere. 
e Practical Position—No one in Wash- 
ington, and least of all Kennedy, 
will see the attempt to disengage in 
Laos as a diplomatic victory even if it 
succeeds. But Kennedy has concluded 
that any real or lasting victory on the 
battlefield in Laos under the hungry 
belly of Red China would be impos- 
sible. In short, Kennedy has decided to 
run the risks of disengagement in Laos 
—if Khrushchev will go along. 
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Kennedy Swings Budget Into Red 


Congress will return after the Easter 
recess to tackle $84.1-billion of federal 
spending for the fiscal year beginning 
July 1. If it goes along with the Presi- 
dent, it will channel more of the 
nation’s resources into defense, educa- 
tion, housing, and other programs of 
the “New Frontier.” Kennedy, after a 
ritual bow toward the principle of a 
balanced budget, is asking Congress to 
endorse programs (table) that will run 
the nation $2.7-billion into the red. 

The deficit is proposed, not as un- 


avoidable necessity, but as planned, 


deliberate policy to meet what Ken- 
nedy considers national needs, and to 
stimulate economic growth over the 
long pull. 

¢ Defense Rise—The increase in de- 
fense spending—$650-million—is — sur- 
prisingly low in view of Kennedy’s 
campaign attacks on “inadequate’’ 
preparedness. 

But it brings defense spending to 
$43.8-billion, the highest level since 
World War II. And it envisages a 
sharper increase in spending the follow- 
ing year to pay for the program Ken- 
nedy is launching now: (1) more con- 
ventional weapons for fighting limited 
wars, and (2) bigger and less vulner- 
able nuclear striking forces. 

On the limited-war side, this means 
increased procurement of _ tactical 
weapons for ground forces; develop- 
ment of an advanced tactical fighter 
plane; expanded airlift and sealift ca- 
pacity to move troops quickly; acceler- 
ated research on conventional arms; 
increased Army and Air Force training 
exercises; and the first—though small— 
boost in manpower since Korea. 

As for U.S. strategic power, there’s 
more emphasis on lower-cost Polaris 
and Minuteman  solid-fuel _ ballistic 
missiles and less on liquid-propellant 
Titan ICBMs. Development of the 
2,000-mph B-70 and atomic manned 
bombers is substantially slowed down, 
while work on early-warning satellites 
and other space systems is speeded. 

The speedup in space spending—$85- 

million—is not so ambitious as the pro- 
gram the President’s advisers advocated 
in January. Kennedy is concentrating 
on big space boosters that hold the key 
for long-range space exploration. 
e Planned Deficit—-For domestic pro- 
grams, Kennedy is asking $2.3-billion 
more than Eisenhower requested. The 
emphasis is heavily on education, hous- 
ing programs including urban renewal 
and college classrooms, higher farm 
price supports, and a temporary anti- 
recession shot-in-the-arm in the form 
of jobless benefits. 

Kennedy restores some of the cuts 
laid out by his predecessor—and even 
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Where Kennedy wants 
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adds more funds. One of the biggest 
items—$500-million for aid to public 
schools—makes the program a_pay-as- 
you-go affair instead of deferring costs. 
¢ “Essential” Deficit-The Kennedy 
economists feel that without deficit 
spending now, the nation would not 
pull out of the current recession far 
enough to put the economy on a sound 
basis for further growth. 

Budget director David E. Bell, testi- 
fying this week before the Joint Eco- 
nomic Committee of Congress, ac- 
knowledged that the recession is bot- 
toming out before any of Kennedy’s 
spending plans take effect. 

But the Kennedy view is that the 
economy never fully recovered from the 
last recession and will not recover fully 
from this one without further stimulus 
from the federal government. “A sur- 
plus while unemployment is high,” said 
Bell, “. . . can of itself prevent the 
attainment of full employment. Under 
such circumstances a budget deficit is 
clearly essential to economic recovery.” 
e Preview—The Kennedy budget is 
based on this view of the short run: 

The economy will start moving up 
during the April-June quarter, running 
at “a fairly clear-cut and strong rate’”’ 
during the summer and fall. Indications 
are now fairly consistent that the drop 
in production and income has come to 
an end. Personal income is running less 
than anticipated in January, but cor- 
porate profits are better than expected. 
Business investment is holding up well; 
inventories are low enough so that any 
rise in demand will spur new orders. 

During the next two or three months 
there will be substantial effects from the 
Kennedy program. Increased unemploy- 
ment compensation will pump a half- 


billion dollars into the economy; the 
speedup in government procurement 
and construction will begin to be felt. 

Kennedy now predicts that gross na- 

tional product will be about $509-bil- 
lion for the year, assuming a reasonable 
upswing in the economy. 
e Budget Figures—For the current 
fiscal year, Eisenhower originally sub- 
mitted a $78.5-billion budget with a 
surplus of $4.2-billion. Before he left 
office, however, the projected surplus 
had shrunk to an official $79-million. 
At that, Kennedy’s budgeteers say, the 
previous Administration underestimated 
military costs by $544-million and over- 
estimated tax revenues. 

On top of that, Kennedy has initiated 
$1.4-billion in spending of his own that 
falls in the current year’s budget. The 
final effect is a budget of $80.7-billion 
with a deficit of $2.2-billion for the 
current fiscal year. 

For the fiscal vear beginning in July, 

Eisenhower foresaw revenues of $82.3- 
billion, and proposed a budget of $80.9- 
billion, leaving a surplus of $1.5-billion. 
Actually, says Kennedy, revenues will be 
only $81.4-billion. And since Kennedy 
plans to spend $84.1-billion, he will end 
up with a deficit of $2.7-billion. 
e Whose Deficit?—Kennedy’s budget 
message insists in somewhat tortured 
language that he is sticking to his Janu- 
ary pledge that his programs “of and by 
themselves” will not unbalance the 
Eisenhower budget. What it boils down 
to is this: Kennedy is planning to spend 
—excluding defense hikes—exactly the 
$82.3-billion Eisenhower anticipated in 
revenues. 

The deficit is due, then, in Kennedy’s 
terms, to necessary increases in the de- 
fense budget, plus lower revenues than 
Eisenhower predicted. 

In addition to the $650-million in- 
crease in actual defense spending in the 
next fiscal year, Kennedy has added 
$1.9-billion in new appropriation re- 
quests to Eisenhower’s defense budget. 
Some of the money, however, is to pay 
for the five Polaris subs and the trans- 
port planes ordered by Kennedy since 
his inauguration. 

Roughly $1-billion of this sum is 
earmarked for new procurement and 
research and development contracts to 
be placed next year, over and above 
the Eisenhower plans. Shipbuilding— 
notably, five extra Polaris nuclear sub- 
marines—will account for $400-million. 

Kennedy’s budget changes result 
from a two-month reappraisal of Penta- 
gon policies by Defense Secy. Robert S. 
McNamara. 

The review will bring a massive re- 
shuffling of contracting plans. Almost 
$500-million worth of new orders sched- 


BUSINESS WEEK e Apr. 1, 1961 











orn hn ey me fA 


FS'y5 = 


ve 
th 
all 
be 
U1 
Ai 
Bo 


no 
cle 
cos 
dis 


rev 
to 
for 
mil 
on 
Th 
cen 
Do 
svst 
e | 
incr 
mar 
thar 
1 
tion 
squa 
addi 
The 
per | 
N 
deci: 
to t 
next 
© O 
for | 
jet S 
is bo 
ble tl 
TI 
tain 
minu 


BUSI 





he 
nt 


1a- 
yil- 
le 


nt 
1b- 


oft 
us 
yn. 


yn. 


dy 
nd 


zet 
ed 
1u- 
by 
the 
wn 
nd 
the 


ly’s 
de- 
lan 


in- 
the 
led 


et. 
pay 
ns- 
nce 


is 
ind 

to 
ove 
1g— 
ub- 
on. 
sult 
nta- 


t S. 
re- 
10st 


1ed- 
961 





uled by Eisenhower have been canceled. 
¢ Knocked Out—The Pentagon has 
knocked out plans for one $270-million 
Titan II base supporting 18 of the 
Martin-Aerojet-General missiles. This 
will probably be the installation planned 
at Griffiss Air Force Base, Rome, N. Y. 

North American Aviation’s B-70 
bomber development project will be 
scaled down. Eisenhower's most recent 
plan called for assembly of 12 fully 
equipped prototvpe planes. The re- 
duced schedule calls for only four 
stripped-down aircraft. This will mean 
cancellation for the second time within 
two vears for projects such as Westing- 
house’s defensive subsystem, Motorola’s 
mission and trafic control subsystem, 
North American Aviation Autonetics 
Div.’s automatic flight control subsys- 
tem, and Sperry Rand’s auxiliary gyro 
platform. 

The B-70 program is being sliced 
from $358-million planned by Faisen- 
hower to $220-million next vear. Mc- 
Namara cnvisages a total $1.4-billion 
cut over the next few vears. 
¢ No Nuclear Aircraft—After nearly 15 
vears work and $1-billion expenditures, 
the Air Force program to develop an 
aircraft nuclear propulsion system will 
be killed. General Electric Co. and 
United Aircraft’s Pratt & Whitney 
Aircraft Div. are the major contractors. 
Both will continue limited research. 

Says one top-level official: “We see 
no likelihood of a militarily useful nu- 
clear propulsion plane at a reasonable 
cost or within a reasonable time. Our 
disillusion is complete.” 

Also canceled under the McNamara 
review: the Bendix-Grumman contract 
to develop the Eagle air-to-air missile 
for the Navy, and the Navy’s $57.7- 
million plan to install Polaris missiles 
on the Long Beach nuclear cruiser. 
The Army’s plea to begin producing 
cemponents of the Western Electric- 
Douglas Aircraft Nike Zeus antimissile 
system was turned down. 
¢ Favored Missiles—The latest Polaris 
increase will produce a fleet of 29 sub- 
marines by the end of 1964, 10 more 
than Eisenhower had scheduled. 

The Air Force is postponing activa- 
tion of three mobile Minuteman ICBM 
squadrons on railcars, will build an 
additional fixed base to house the units. 
The decision will produce more missile 
per dollar, according to McNamara. 

Net effect of the Polaris-Minuteman 
decisions is the addition of 200 missiles 
to the strategic strike forces over the 
next three vears or so. 
¢ Other Boosts—The Air Force budget 
for procurement of the Douglas-Aero- 
jet Skybolt air-launched ballistic missile 
is boosted to about $100-million, dou- 
ble the amount allotted by Eisenhower. 

The Air Force is directed to main- 
tain half of its bomber force on a 15- 
minute ground alert (only about one- 
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third of the planes are now in this 
status). There’s no plan to order a con- 
tinuous airborne bomber alert now. 

Military space _ projects—Midas, 
Dyna-Soar, Advent, Defender, Dis- 
coverer, and Samos—are granted $286- 
million extra. 
¢ Limited War—To beef up conven- 
tional-war capacities, the Administra- 
tion earmarks extra monev to each of 
the services. For procurement of heli- 
copters, antisubmarine torpedoes, rifles, 
rocket launchers, ammunition, assorted 
small arms, and other equipment, $230- 
million is tacked on to the Pentagon’s 
appropriation request. Over $120-mil- 
lion extra is sought for expanded re- 
search on equipment. 

The new budget calls for $124.1- 
million extra for the Navy, to buy a 
new type of amphibious transport ca- 
pable of carrying helicopters, personnel, 
and cargo, and for rehabilitating and 
modernizing the fleet. The Air Force 
gets extra funds for fighter planes. 
¢ More for Space—The nation’s space 
program gets a boost. Besides the $85- 
million increase in actual spending in 
the next fiscal vear, contract letting 
through new authorizations is upped to 
$126-million. All told, some $1.2-bil- 
lion is now budgeted for space. 

Primarily, it is the big space boost- 
ers—such as Saturn, Rover, Centaur, 


the 1.5-million-Ib.-thrust F-1 engine— 
that are to be accelerated. 

A major decision has been made to 
speed development of the so-called 
C-2 version of the Saturn booster. 
With this engine, payloads of 45,000 
Ib. can be put into earth orbits, 
15,000-Ib. loads carried to the moon, 
and 10,000-Ib. loads to Venus and 
Mars. This is more than double the 
capability of the C-] Saturns. Some 
$78-million, the biggest single increase 
in funds, will go toward obtaining the 
C-2 engine by 1966, one vear ahead of 
the present schedule. 

A modest increase of $14-million has 
been set aside for the Project Rover 
nuclear rocket engine. It brings the 
combined NASA-AEC funding to 
$59.5-million for 1962. This engine 
is to be flight-tested by the mid-1960s. 

The new space budget calls for a 
$10-million increase in funds for com- 
munication satellites, making a_ total 
of $44.6-million for this program. This 
is the same total expenditure as in the 
Eisenhower budget. But the National 
Aeronautics & Space Administration 
had expected industry to contribute 
$10-million in a joint government-indus- 
try venture. Now the agency says in- 
dustry developments aren’t progressing 
so rapidly as expected, so it must in- 
crease its funding. 


Hodges Puts Pressure on BAC 


The Commerce Secretary wants to make some important 


changes in the way the Business Advisory Council operates. 


The Business Advisory Council, long 
the government’s private line into busi- 
ness thinking, will meet in Washington 
next week under heavy pressure to 
change its wavs. 

For almost the first time since the 
council’s creation during New Deal davs, 
this top-level group of businessmen is 
threatened with a loss of what has been 
near-autonomy. 
¢ Proposed Changes—Commerce Secy. 
Luther H. Hodges wants to crack a 
whip over BAC in several ways: 

He wants an important voice in the 
selection of the council’s chairman, a 
privilege heretofore largely denied a 
Secretarv of Commerce. He also wants 
actual, rather than rubber-stamp, ap- 
proval. of new council members. In the 
past, the Secretary of Commerce usually 
has accepted without question a list of 
new members handed him by the BAC. 

Hodges wants the press on hand on 
those occasions when government off- 
cials address the business group. BAC 
in the past has operated entirely behind 
closed doors, with news reports coming 
only from members and officials on an 
unofficial basis. 


The government also is pressing for 
small-business representatives to be ad- 
mitted to BAC membership. 

Another prospect is that the Com- 
merce Dept. might put the council to 
work much in the manner of a private 
business task force, studving problems, 
perhaps recommending solutions. This 
has been the idea behind other govern- 
ment advisory groups and was the 
original concept of BAC, but the 
council has become something of a 
one-way street with government officers 
using it as a forum to reach the business 
community. 
¢ Hodges’ Position—Hodges has met 
with the BAC’s executive committee, 
made his recommendations, and, at a 
news conference this week, indicated 
that he expects to be given what he 
wants. 

After the new operating procedures 
are cleared next week, the major agenda 
item probably will be selection of a 
successor to Chmn. Ralph J. Cordiner 
of General Electric, who resigned as 
chairman of the council after his com- 
pany pleaded guiltv to price-fixing 
charges. 


23 





























23 wb Fb HRS 


In Business 


North Atlantic Airlines to Try Again 
To Avert Threatened Cargo Rate War 


The 18 scheduled airlines flying cargo across the North 
Atlantic have agreed to try once more for a meeting 
of minds on how rates should be reduced. The industry 
had been faced with a possible cargo rate war beginning 
Apr. 10, but now present rates will be continued 
through June 30. 

Twice before, these carriers—all members of the Inter- 
national Air ‘Transport Assn.—met to set new rates. 
Both times, however, they split over whether to adopt 
a system of lowering prices per pound as over-all volume 
increases, or to maintain the present individual com- 
modity system but with lower rates. The American 
lines championed the former method. 

Had the carriers not agreed to meet again, each would 
theoretically have been free to set its own rates. How- 
ever, since international air operations involve landing 
tights granted by governments, a rapidly fluctuating price 
war was considered unlikely. Pressure would probably 
have been applied to maintain the status quo while 
the various governments picked up negotiations where 
IATA left off. 


Dann Drops Proxy Fight at Chrysler; 
Robbins Sees Management Out “in 1962” 


Sol. A. Dann has lost his three-year battle against the 
management of Chrysler Corp.—and against U.S. proxy 
procedures in general. Rulings in federal court in effect 
spelled defeat for the Detroit lawyer, who holds 5,100 
shares of Chrysler stock. 

At the same time, James Robbins, another Chrysler 
stockholder who has threatened a proxy fight, decided 
against it for now but predicted that “Chrysler manage- 
ment will fall in 1962, but not before.” 

Dann dropped his proxy fight after the Securities & 
I'xchange Commission decided that the fight had never 
legally started. A federal judge granted an SEC motion 
to restrain Dann from rounding up proxies. SEC had 
accused Dann of violation of its rules. Finally, another 
federal court denied Dann’s plea that the Chrysler 
annual meeting on Apr. 18 be postponed for six months. 


FTC Orders New Hearings on Dismissal 
Of Charges Against Ice Cream Makers 


The Federal Trade Commission was active this week 
on several sectors of the antitrust front: 


FTC ordered hearing examiner John Lewis to take 
another look at the 1955 complaints that he had dis- 
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missed against nine ice cream manufacturers. The 
commission held that Lewis’ ruling had been based on 
inadequate information, particularly in regard to the 
amount of trade affected by the alleged unfair competi- 
tive methods cited in the complaint. Those named in 
the original complaint were: Carnation Co., Borden Co., 
Beatrice Foods Co., National Dairy Products Corp., 
Pet Milk Co., Fairmont Foods Co., Arden Farms Co., 
Foremost Dairies, Inc., and H. P. Hood & Sons, Inc. 


An antimerger complaint against one subsidiary of 
Kaiser Industries Corp. was dismissed by FTC, which 
promptly filed another, broader charge against Kaiser 
Industries and three subsidiaries. The new complaint 
charged that acquisition by the Kaiser companies of 
45% of the stock in Allison Steel Mfg. Co., of Phoenix, 
may substantially lessen competition in the sale of pri- 
mary steel and aluminum and the manufacture of steel 
and aluminum products in Maricopa County, Ariz., the 
entire state of Arizona, and in other sections. The 
subsidiaries named were Henry J. Kaiser Co., Kaiser 
Aluminum & Chemical Corp., and Kaiser Steel Corp. 
The earlier complaint had named only Kaiser Steel, and 
confined the charges to steel products. 


Bakers of Washington, Inc., a Seattle trade associa- 
tion, 10 bakeries—including Safeway Stores, Inc.—and 
three individuals were named in an FTC complaint 
charging a conspiracy to fix prices on the distribution 
and sale of bread in the state of Washington. 


Teamsters Strike Halts 1,500 Taxis 
Of Philadelphia’s Total of 1,700 


Fifteen hundred of Philadelphia’s 1,700 taxis went off 
the streets at midweek when 3,000 drivers-and mainte- 
nance men struck against Yellow Cab Co. Normally, 
Yellow Cabs in Philadelphia carry about 60,000 passen- 
gers a day; the company’s airport limousine service 
was also shut down. The city’s transit service sched- 
uled additional bus runs in an effort to cope with 
the tie-up. 

The strike was not over wages or fringes, but over 
Yellow Cab’s policy of hiring part-time drivers. The 
company says it does this only in times of unusual 
demand, but the Teamsters local that represents the 
drivers says the policy cuts into the earnings of the 
regulars. 

e e & 


Hoffman Drops TV, Hi-Fi Business 


Hoffman Electronics Corp., long a West Coast leader | 
in consumer television and hi-fi, is getting out of the 
business. This week, Hoffman announced that it is 
converting its TV and stereo manufacturing facilities 
over to its expanding military, semi-conductor, and in- 
dustrial activities. 

The company said that in TV and hifi it could no 
longer profitably maintain quality at the going market 
prices. It will continue to provide service and parts for 
the discontinued lines. 
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“T like a man who’s there when he’s needed. 
Fred Weller is,” says Mr. Barney, Executive 
Vice President of W.J. Barney Corporation. 
“Like every member of the American Mutual 
local team, he gives me the kind of service 
I like.” 

Through Safety Engineer Fred Weller’s 
advice and counsel, Barney has improved its 
insurance protection, reduced its accident 
experience and has brought its Workmen’s 
Compensation rates, over the past 5 years, 
22% below industry average. 

An American Mutual local team can advise 
your company how to get better protection at 
lower cost, too. There are 81 fully-staffed local 
offices around the country. You'll find yours 
in the Yellow Pages. 
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Wm. Joshua Barney, Jr., left, and Fred 
Weller inspect work in progress at 
another Barney construction project, 
New York’s new thirteen miilion dollar 
bus terminal. 


© 1961, American Mutual Liability Insurance Company 
Wakefield, Massachusetts 
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OATED FABRICS 


BOAT FLOORS, DECKS, CABIN TOPS 


Nautolex covers decks and seats on Chris-Craft 28-ft. Constellation. Deck 
covering has handsome teakwood graining. 








EASE UPKEEP OF 








Interior upholstery of Chris-Craft 32-ft. Constellation is “breathable” 
Nautolex in all-over pattern. Ceiling overhead is white Nautolex. 





The elbow grease is gone from boat maintenance. An occa- 
sional soap-and-water mopping keeps a new marine surfacing 
material called Nautolex* shipshape the year-round! 

A tough Wellington Sears cotton duck is the base fabric 
chosen by the General Tire & Rubber Company for Nautolex. 
With a durable vinyl coating, it provides full protection 
against sun and sea, resists scratches and scuffs—is impervious 
to gasoline, oil, battery acids, 


Proved to outwear other surfaces five to one, Nautolex is used 
by leading boat manufacturers—and is available by the yard 
for do-it-yourself boat-enthusiasts. 

Wellington Sears has vast experience in engineering fab- 
rics to specific jobs. When you need cotton or synthetic base 
fabrics, or fabrics for any other application, this experience 
is yours to draw on. Write for assistance—and our illustrated 
booklet, “Fabrics Plus,” Dept. C-4. 


WELLINGTON SEARS @: 


FIRST in fabrics for Industry 
For the Rubber, Plastics, Chemical, Metallurgical, Automotive, Marine and Many Other Industries 
Wellington Sears Company, 111 West 40th Street, New York 18, N.Y. « Akron « Atlanta » Boston « Chicago « Dallas « Detroit » Los Angeles » Philadelphia « San Francisco 


*RTM The General Tire & Rubber Company 
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SERVICE 


The harsh grind of the Presidency is only beginning for Pres. Kennedy. 
Abroad and at home he is being subjected to his first serious testing. 


His preparations to fight if necessary in Laos are real and apparently 
are understood in that light by the Soviets. As a result hopes are high that 
the Russians will consent to a cease-fire, rather than force a fight (page 20). 


Gen. Eisenhower and Republicans in Congress helped with strong 
expressions of support. This determined show of national unity was the 
necessary first step for Kennedy and he got it quickly. 


But there are no illusions about the Soviet purpose even if Russian 
hints about a cease-fire are borne out. 


A cease-fire would only introduce another type of attack, this one in the 
14-nation conference Kennedy and our allies favor. 


The conference would be a long, tough haggle. There’s fear in Wash- 
ington that the Communists would use the meeting as a cover for more 
buildup of forces in Laos. And if Kennedy finally accepts a neutral govern- 
ment for Laos containing Communists, this could lead to political subversion. 
Communists do not take part meekly in mixed regimes. 


If Laos moved into the Communist camp, no matter by what means, 
Kennedy would suffer grave losses. He risks a major political setback at 
home and loss of some prestige abroad. 


But the alternative would involve even greater risks. It would be to 
put U.S. fighting men into Laos. 


Kennedy’s domestic program also enters a new phase. 


Up to now Kennedy has been a moving target with uncertain goals, 
rapidly shifting programs, quick switches as to spending targets. 


With delivery of the tax message soon (page 19) he will be on the 
record with all of his major programs spelled out. 


This means conservatives have him clearly in their sights for the first 
time. The serious shooting will now begin. 


Budget messages this week and last nail down Kennedy’s anti-reces- 
sion strategy (page 22). 

He’s counting on the stimulating effect of a cash budget deficit of 
about $4-billion in fiscal 1962 to feed the early signs of recovery and start 
the economy on renewed growth. The deficit in the traditional budget 
is posted at $2.7-billion but the cash approach is a better measurement of 
economic impact. 

Both the cash and the traditional budget deficits will be larger than 
listed by Kennedy, unless the economy takes an unexpected leap forward. 

Kennedy is counting on about $1.5-billion of revenue from higher postal 
rates and excise tax increases on trucking; Congress will not give him all 
of this. 

An actual deficit of $5-billion in the cash budget is clearly possible, 
compared to the $13.1-billion cash deficit in the 1957-58 recession. 
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The prospective deficit is too small to suit liberal Democrats, who had 
hoped for bigger spending outlays and even a tax cut for consumers.. 


But it’s large enough to alarm the conservatives in both parties. 


This leaves Kennedy gambling heavily on the business upturn his 
advisers think is now developing. 

If the rise does not come, he’ll be damned by the liberals for having 
done too little, damned by the conservatives for having run up a deficit, and 
will have satisfied no one in between. 


—e__ 


There’s soul searching among Kennedy backers in the wake of the 
Administration’s defeat in the House on minimum wages. The conservative 
coalition of Republicans and Southern Democrats defeated a Kennedy com- 
promise bill by a one-vote margin, then went on to enact a version of its 
own. 

House leaders complain that Kennedy was engrossed in the Laos crisis 
and failed to give them enough help. White House strategists blame the 
House leaders for failing to round up all the pro-Kennedy members. 

Labor Secy. Arthur J. Goldberg is blamed, too, for agreeing to com- 
promises while the bill was on the floor. 


Kennedy faces a major foreign trade decision soon. 

Commerce Secy. Luther H. Hodges will submit a textile import study 
to the White House possibly by mid-April. Manufacturers and unions are 
pushing for a quota system to restrict imports, and lawmakers from textile 
states are backing them. 


Right now it looks as though Kennedy will say no. 


The outlook for business profits is improving—if federal tax collectors 
read the signs correctly. 

Treasury officials now say they were too gloomy three weeks ago when 
Secy. Douglas Dillon told Congress that corporation profits might sink as 
low as $43-billion this year. This was $3-billion below the estimate made 
in January by the Eisenhower Administration. 

Officials don’t want to put another dollar estimate on profits, but they 
expect them to be in the neighborhood of $45-billion. 


9. 


The GOP drive for big city votes gets its first test next week. 


St. Louis chooses a mayor Tuesday and Republicans have thrown in 
their best strategists to try and swing votes to Ben H. Lindenbusch, an 
auto dealer and a political novice. 


Sen. Barry Goldwater was brought in to strengthen the GOP drive, 
and behind the scenes the National Committee has assigned its best tech- 
nicians for organization work. 


Lindenbusch faces incumbent Raymond R. Tucker, seeking a third 
term. Handicappers rate Lindenbusch the underdog—but with a chance 
to win if the Democratic machine, badly split in a bitter primary fight, fails 


to deliver the party’s usual big Negro majority for Tucker. 
Contents copyrighted under the general copyright on the Apr. 1, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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HAVE TO CHANGE 


YOUR FIXTURES! 


NEW WESTINGHOUSE HIGH EFFICIENCY LAMPS 
GIVE YOU 1/3 MORE LIGHT AT NO EXTRA COST! 


YOU’RE LIGHT-YEARS AHEAD WITH WESTINGHOUSE... 
and the brightest, most economical fluorescent lamps you can 
buy! Now you can increase lighting levels without changing a 
single fixture . . . without increasing power costs . . .and without 
paying premium lamp prices. New Westinghouse ‘“‘High Effi- 
ciency”’ fluorescent lamps give you a full third more light than 
daylight lamps. ..and 15% more light than cool white lamps... 
without consuming an extra watt of power! 

“‘H.E."" lamps are so new even the color tint is different—and 
only Westinghouse has it! A special blend of phosphor particles 
coating the inside of each lamp provides the higher lumen out- 
put... with a pleasant and restful green tint. Users everywhere 
feel this new green-white light gives a softer, more comfortable 
light . . . the most efficient light yet. Try ‘‘H.E.” lamps in an en- 
tire area. If you don’t agree that they provide the most efficient 
light ever, we will gladly exchange them for any Westinghouse 


fluorescent, any color shade, of your choice! 

With ‘‘H.E.”" and other Westinghouse lamps, the Westinghouse 
Lighting Cost Reduction Plan gives you one or more of these 
benefits: 

1. Reduced cost of lamp purchases! 

2. Reduced lamp replacement labor costs! 

3. Increased lighting level for the same or lower costs! 

4. More efficient use of power! 

Order new Westinghouse ‘‘H.E.” lamps today and get more 
information on the Lighting Cost Reduction Plan from your 
authorized Westinghouse Lamp Agent or your nearest West- 
inghouse Lamp Sales Office! You can be sure...if it's Westinghouse. 


Westinghouse 


Westinghouse Lamp Division, westinghouse Electric Corporation, Bloomfield, New Jersey 
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BUSINESS ABROAD 





In a buyer’s market, British “motor agents” are no 


longer able merely to take orders for old customers. 


They 


must make price concessions, and they’re under pressure from 
the factories to build up brand loyalty. 


The automobile business in Britain— 
both manufacturing and distribution—is 
undergoing a fundamental change. 

A quarter-century ago, manufacturing 
was carried on by what amounted to a 
group of custom builders; now it’s dom- 
inated by volume-minded companies 
whose plants and production tech- 
niques are the equal of any. As hap- 
pened in the U.S., the smaller British 
companies find it harder to buck the 
big producers, so the number of manu- 
facturers may shrink. 

The distribution side of the business 
may soon be reshaped just as drasti- 
cally. Since December there has been a 
buyer’s market for cars; for the first 
time in 25 years, British retailers are 
being subjected to conditions that are 
familiar to U.S. auto dealers. But the 
British system of distributing cars is far 
different from that of the U.S., and it 
was never designed for the kind of cus- 
tomer vs. dealer vendetta that’s taken 
for granted in the States. Trying to 
adapt to that circumstance is a stunning 
experience for British marketers. 


I. Role of Motor Agent 


The U.S. distribution system is built 
on mass sales and on dealer allegiance 
to brand names. The dealer is the fac- 
tory’s point-of-sale representative. He 
gets the best price he can for the new 
car and for the chain of used cars that 
it entails; he also sells spare parts and 
does repair and service work—at a profit, 
he hopes. He may sell gasoline, as a 
sideline and a convenience to custom- 
ers. 

The British system has been shaped 
to allocate cars in a seller’s market 
rather than to sell an abundant supply. 
The man who sells new cars to the pub- 
lic is appropriately called a motor agent; 
as a service to an old customer, he will 
furnish a car—not just one make but 
any. He is first and foremost a dealer in 
petrol; second, a service and repair ga- 
rage, and lastly a dealer in motor cars. 

The motor agent has been more in- 
terested in building a customer list for 
himself than for the factory. As long as 
cars were scarcer than demand, factory- 
fixed prices were in force, and the mo- 
tor agent knew his customers wouldn’t 
—and couldn’t-do much shopping 
around. He could predict rather pre- 


30 Business Abroad 


cisely how much new car and service 
and repair business he would do on a 
given volume of petrol sales. 

¢ Distribution Channel—Any motor 
agent is entitled to buy a new car at a 
discount from any franchised “main 
dealer” (wholesaier) and resell it. These 
main dealers sometimes, but not al- 
ways, hold exclusive franchises from one 
factory. 

In December, a court outlawed part 
of the so-called Distribution Scheme, 
under which all manufacturers and im- 
porters agreed that their dealers must 
observe factory-fixed prices on any new 
car they sold, regardless of make. Fac- 
tories can still bind their dealers to fac- 
tory retail prices on their own cars but 
not on other brands. No dealer who 
sells a make for which he isn’t fran- 
chised can be held to a factory-pre- 
scribed price. 

With all the cross-selling that goes on 
as dealers (the wholesalers) fill orders 
from their motor agents, this means a 
virtually wide-open market. The re- 
tailer is no longer a genteel purchasing 
agent for the customer; he has to nego- 
tiate with the prospective buyer to keep 
him from going across the street. 

The customers, at first bewildered 
and then delighted at a situation many 
of them had never known, are now 
shopping from dealer to dealer for 
higher trade-in allowances and shaved 
prices. 
¢ New Attitude—As any U.S dealer 
knows, when you dicker about a 
trade-in allowance, there is no longer 
any real fixed price. British motor agents 
and the manufacturers are both learning 
the business all over again. 

Already, motor agents have been 
through a period of inflation of trade-in 
allowances in order to build up a buyer’s 
downpayment so a finance company will 
accept his note. Then, to recover their 
investment in used cars taken in trade 
at above book value, they have had to 
begin retailing used cars instead of 
wholesaling them to used-car specialists. 
Thus, they are learning about the 
“wash-out,” the ultimate profit that vou 
don’t know until vou’ve sold the last 
used car in the chain of deals. 

The auto companies and the oil com- 
panies, both expanding and both get- 
ting more competitive, are viewing the 
motor agents and their garages in a new 


British Go Out to Sell Car 


light. They are no longer interested in 
whether a motor agent is an old and 
valued counselor on motor cars to the 
people of a small town. They have de- 
cided his first responsibility is to the 
manufacturer who supplies him. 

That’s a distinctly American idea, 
and motor agents are fearful that the 
next step is for the auto companies to 
eliminate one or two levels in distribu- 
tion, to sell more cars through fewer 
marketing points. And that would 
make the retailer a dealer instead of a 
motor agent. 


il. Size of the Market 


Salesmanship appears essential _ if 
Britain’s auto manufacturers are to be 
justified in doubling their capacity by’ 
1965. The industry plans to spend 
nearly $800-million to bring capacity 
to about 2.4-million cars and 825,000 
trucks and tractors. 

Immediate demand doesn’t seem to 
justify such ambition. Last year, the 
industry produced 1.3-million cars, and 
sold slightly less than 800,000 of them 
in the domestic market through the 
20,000 motor agents—an average of 
about 40 sales per dealer. But the mar- 
ket both at home and abroad tailed off 
badly in the last quarter of 1960. It 
hasn’t fully recovered. 

The manufacturers insist they aren’t 
being at all reckless in their expansion 
plans. The motor vehicle market, they 
say, is now worldwide. Cars, trucks, 
and tractors will be in increasing de- 
mand as_ underdeveloped countries 
catch up, and the British, with their 
experience in world trade, have con- 
fidence in their ability to sell what they 
make. 
¢ Artificially Held Down—In car owner- 
ship, Britain itself might be regarded 
as an underdeveloped market. The in- 
dustry expects domestic sales to reach 
l-million a vear by 1965—a 25% in- 
crease over last vear. 

The potential for increased domestic 
sales is there. The United Kingdom 
has only one car for every 10 people, 
compared with one for every three 
people in the U.S. The standard of 
living is rising. Britain’s vounger gen- 
eration has the money, the credit, and 
—most important—the taste for new 
cars. 

One deterrent to more driving, hence 
more car ownership, is the limited 
capacity of Britain’s roads. Big cities 
already have traffic jams on a scale well 
known to American drivers; in all of the 
United Kingdom there is only one seg- 
ment of superhighway, 60 mi. long. 


BUSINESS WEEK e Apr. 1, 1961 








Mc 
sur 
wit 
4 
am. 
spe 
$33 
yea 
ae 
don 
pur 
509 
sign 
aut 
to | 
its i 
P 
an | 
the 
thar 
olde 
Insp 
hap: 
ing 
for 
Tt 
ket 
mak 
out, 
has 
auto 


of tl 


Wl. 
Bi 


num 
coml 
a loy 
num 
mad 
high 
Jagu 
20,06 
In 
scale 
duce: 
expal 
costs. 
their 
Com: 
pete 
Frenc 
eM 
had | 
plant: 
to ab 
rent 
make 
ployn 
latest 
seldor 
ample 
plant 
(pictu 
Sm 


BUSIN 








rs 


n 


O 
I- 


d 


| 


“ve 




































































.S.-Style 


Most of the roads, while excellently 
surfaced, are only two lanes wide, and 
winding. 

The current fiscal year’s road program 
amounts to only $168-million, but 
spending is planned to rise to about 
$330-million a year in the next few 
years. 
' Moreover, the government keeps 
domestic car sales in a vise through a 
purchase tax that currently runs at 
50% of the basic price. This is de- 
signed to divert a certain proportion of 
auto production into export markets, 
to earn money for Britain to balance 
its international payments. 

Partly because of this tax, Britain has 
an astonishing number of old cars on 
the road. About 1.5-million are more 
than 10 years old. Only now are these 
older cars being subjected to a safety 
inspection that is expected to rule per- has taken on an American cast. Auto producers are opening show- 
haps half of them off the road, oblig- MARKETING rooms, like this Rootes sh. wroom in the Mayfair section of London, 
ing their owners to bolster the demand jy all the larger cities. They are no longer waiting for orders to come to them by way of 


for_newer cars. é “motor agents” who deal in all cars; they are out to win brand loyalty. 
These pressures on the domestic mart- 


ket heighten the competition among 
makers. And, as the Big Five fight it 
out, smaller makers suffer. Britain now 
has more nameplates than any other 
auto industry in the world, but not all 
of them can expect to survive. 








lll. Fewer but Bigger 





Britain has long been known for the 
number and variety of its cars. The 
combination of sheltered markets and 
a low wage level was just right for a 
number of producers of special cars 
made in small numbers and sold at 
high prices. Even now, the famous 
Jaguar is made in quantities of only 
20,000 or 25,000 per year. 

In recent years, however, the wage 
scale has risen for large and small pro- 
ducers alike, putting a premium on 
expanding production to reduce unit 
costs. British cars have lost much of 
their privileged market abroad in the 
Commonwealth area; they must com- 
pete now on more even terms against 
French, German, Italian, and U.S. cars. 
¢ Mechanizing—The larger producers 
had no trouble in mechanizing their 
plants. With expansion great enough 
to absorb almost any number of cur- 
rent employees, they didn’t have to 
make any compromises because of em- 
ployment problems. As a result, the 
latest plants are mechanized to a degree 


seldom seen in the U.S. A good ex- 
ample is the British Motor Corp., Ltd., is based on mechanized assembly lines that match Detroit’s best. 
- PRODUCTION Despite a sag in sales both at home and abroad, British producers 


plant at Longbridge, near Birmingham 
(picture, right). are going ahead with a doubling of auto capacity in five years. They want to be in the 


Smaller companies, unable to finance _ best possible competitive position to sell cars and trucks all over the world. 
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or to justify mechanization on this scale, 
are finding it harder and harder to com- 
pete. Britain still has a variety of auto 
makers such as Alvis, Rover, Aston 
Martin, and other names known in the 
U.S. only to the true aficionado of 
foreign or sports cars. No one expects 
that anything will happen to Jaguar or 
Rolls-Royce, but the future of some 
of the other specialty manufacturers is 
I : a : ee ¢ 
ey : 4 a 47 e Big Five—The industrv is dominate 
S 0 u rc e Ca u r 0 WwW i: ru BI 1p ef W by companies: British Motor Corp., 
(vision of Standard hdiieans” goatee Re Ltd.; Ford Motor Co., Ltd., Vauxhall 
i‘. (under the Overseas Operations Div. of 
oi duced losses 1 ] andling General Motors Copy Rootes, Ltd., 
and Standard-Triumph International, 
‘ Ltd. 
an | ipping to zero: BMC and Ford expect within a vear 
to raise their annual capacity to 1-mil- 
lion vehicles each, and the other three 
makers have expansion plans under way, 
“We have never had a customer complaint nor:merchan- ; too. : 

dise returned because of damage since switching to BMC, the world’s fifth-largest auto 
Tufflex fabrics for in-plant and shipping protection of producer, has a full range of cars from 
vulnerable plastic finishes’... so speaks Al Vosler, Pack- a little Austin x te ne the plush 
aging Engineer, Brown & Bigelow, Inc. | ‘rincess; it also owns United Kingdom 
rights to the Bendix line of home appli- 
ances and makes other consumer and 
industrial products. Ford is in the 
process of being integrated into Ford 
Motor Co. of the U.S.; Vauxhall al- 

ready has a similar status in GM. 

Vauxhall, however, is mentioned in 

speculation about consolidations in the 
British industry. Its Bedford trucks sell 
well, but its cars are less successful. 
GM might well wish to acquire addi- 
tional capacity and another line of cars 
by taking over one of the smaller com- 
panies, but the furor over Ford’s acqui- 
sition of the outstanding stock in 
British Ford (BW —Nov.19’60,p50) 
hasn’t vet quieted down enough to 
make that possible. 
e Merger Candidates—Most of the spec- 
ulation over who could profitably merge 
with whom centers around Rootes and 
Standard-Triumph, smaller members of 
the Big Five. 

Rootes, known principally for its Hill- 
man and Sunbeam cars, is largely family- 
Desk fan protected by Tufflex padding owned and family-managed. As a hedge 
against troubles in the auto market, it 


Take a clue from the success of Brown & Bigelow in assuring scratch-free delivery is now getting into home air condition- 
of highly polished metal and plastic products. Investigate soft, conforming Tufflex ing, but the trade still wonders about 
non-woven fabric pads, cut or shaped to specifications . . . assuring uniform protec- the fate of a smaller company matched 
tive packaging. You'll also discover that Tufflex non-woven fabric can contribute against BMC, Ford, and GM’s Vaux- 
directly to your pba ye pias Su! Macc packaging time both in assembly and hall 
in material handling. Learn how Tufflex protective cushioning simplifies packagin pone ae gr ee 
procedures and increases receiver saduation. ' . i i Standard-Triumph = alread in the 
preliminary stages of being taken over 


by Levland Motors, Ltd., a manufac- 


ws ee jee! a = | [ie = >< turer of heavy trucks. But few in the 
British motor industry believe the proc- 

ENGINEERED PROTECTIVE CUSHIONING ess of combining will end there. 

Wood Conversion Co., First National Bank Bldg., St. Paul 1, Minn. Chrysler Corp. is the only U.S. Big 


J Please send me details about the profit opportunities in pack- Three company without a car operation 

aging with Tufflex padding. in Britain, although it makes Dodge 
Name Position________ trucks and Simca cars in a plant near 
Company London. In the past,’ it has shown 
Address. interest in both Rootes and Standard- 
City Triumph. END 
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Wherever power lives... 
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> it takes specialists. to keep it alive! 
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... Specialists with the techni- 
cal knowledge and practical 
know-how so necessary to the 
exacting business of safeguard- 

ing power equipment. Hartford 

Steam Boiler’s nation-wide or- 

ganization includes more than 

600 qualified and experienced 

field inspectors, with engineers, 

special agents, underwriters, : 
claims people-—zall prepared to 

help you protect your plant Se 
gainst loss by accident to your 

boilers, pressure’ vessels, tur- 

bines, engines, electrical and re- 

frigerating equipment. When 

NiZoheb um clo} el) ut- bets Mb est-lelebbel a mpbels 

surance is with Hartford Steam 

Boiler you can be sure you: have 

the best. 




























Send 
oe ‘iy 
PONE i 






— 
Hiei 





Since 1866, the recognized world leader 
in power equipment inspection and 
insurance. 
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The Hartford Steam Boiler 
Inspection and Insurance 






Company 







Remember, 
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ION AND INSU is our middle name. 
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FORECAST FOR ENERGY: 





More and bigger jets will help thrust 


‘America’s energy demands twice as high by 1980 


Power to spare! Today’s large jetliner has more than enough thrust to 
push 100 tons at 600 miles per hour. Consuming over 2,000 gallons 
of fuel per hour, a big jetliner uses more than 11,000 gallons on a single 
coast-to-coast flight. Consider this rate of consumption and the increasing 
numbers of commercial and military jets crossing the skies, and it’s easy 
to see why jet fuel requirements are multiplying. Also, vast amounts of 
energy are needed to melt, treat and process materials used in manufac- 
turing these jets. Jet aviation is just one of our many growing industries 
— calling for more energy, in more forms. By 1980, America’s need for 
energy will be double what it is today. : 


Where will it come from? Much will come from present sources — but 
wherever produced, a large share will be transported via pipelines. While 
expanding its present systems, Texas Eastern—pipeliner of energy— 
constantly searches for new energy sources. Our Little Big Inch, largest 
pipeline system of its kind, delivers ever-increasing volumes of aviation 
and automotive fuels and other petroleum products from Gulf Coast refin- 
eries to Midwest markets. Texas Eastern’s natural gas pipelines stretch 
from the Mexican border to the Atlantic Seaboard, with capacity to heat 
more than 3 million homes, fuel thousands of factories. Texas Eastern 
grows and diversifies today to meet tomorrow's energy needs. 
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TEXAS © Oo EASTERN PIPELINERS OF ENERGY 


TEXAS EASTERN TRANSMISSION CORPORATION + HOUSTON «+ SHREVEPORT 
PRODUCERS « PROCESSORS « TRANSPORTERS: NATURAL GAS « CRUDE OIL» PETROLEUM PRODUCTS 
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In Business Abroad 


New Study Estimates Effect on Jobs 


lf U.S. Lowers Its Import Barriers 


How would further reductions in U.S. import barriers 
affect domestic employment? 

Some authoritative answers are provided in a study 
published this week by the Brookings Institution—Im- 
port Liberalization and Employment: The Effects of 
Unilateral Reductions in United States Import Barriers. 

Written by Walter S. Salant and Beatrice N. Vaccara, 
the book esimates the short-run changes in employment 
that might result from displacement of American output 
by an influx of goods and services as a result of import 
liberalization. 

One major conclusion is that the short-run impact on 
total employment by further increases in imports would 
be slight for the economy as a whole, but that it would 
impose hardship on industries directly affected. This 
reasoning is based on an analysis of what happens when 
specific amounts of imports replace the domestic pro- 
duction of each of 72 domestic industries. 

For the economy as a whole, the authors estimate that 
a $1-billion increase (based on 1953 prices) in a diversified 
list of imports would displace some 115,000 workers. 
In comparison, they say, the decline in employment was 
more than 20 times as much during each of the postwar 
recessions. To cause a drop of even 1% in total domestic 
employment, imports would have to increase by more 
than $7-billion annually. 

The possibility that individual industries and localities 
may suffer from serious unemployment cannot be dis- 
missed lightly, the authors state. Some of the effects 
may be mitigated by lowering import barriers gradually 
and by policies that encourage economic growth. 

Moreover, they plump for “new measures to assist 
labor and capital to transfer to other industries or locali- 
iies” and thereby avoid economic distress caused by im- 
ports. These seem to be somewhat the terms in which 
the Kennedy Administration is thinking at this time. 


Ex-Im Reveals New Plan to Boost 
Nation’s Export Credit Facilities 


The Export-Import Bank has come out with its new 
financing and guarantee plan designed to put U.S. 
exporters on equal footing with competitors abroad 
(BW—Mar.25’61,p32). 

In a departure from previous policy, Ex-Im will work 
through private insurance companies to offer a com- 
prehensive system of political and commercial risk guar- 
antees for exports sold on short-term credit (180 days 
or less). Details are still being worked out, but now 
exporters will be able to negotiate directly with U.S. 
insurance companies rather than with Washington. 

Kx-Im also plans to work out with Edge Act cor- 
porations and other private export credit companies a 
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program for guarantees on medium-term credit (up to 
five years). 

Ex-Im’s new policy also includes removal of a ban 
on credit and guarantees for equipment sales to nation- 


ally owned foreign oil companies. (This is probably 
aimed at the~South American market.) Moreover, 
Ex-Im now will make advance commitments to U.S. 
companies, thus enabling them to bid competitively 
against foreign suppliers; and the bank will offer both 
credit and guarantees for semi-finished products and 
consumer durables sold on medium-term. 

Ex-Im also plans to liberalize its criteria for making 
credit judgments. It will give greater weight to export 
experience, credit agency reports, and the buyer's repu- 
tation. 

& a 8 


East Germany Raises Production Quotas 


To Ease Its Economic Troubles 


East Germany’s economy is in serious trouble. 

First major sign came last week when East Germany 
admitted it was abandoning aircraft production to free 
20,000 workers and production facilities badly needed 
by other industries (BW—Mar.25’61,p116). 

This week, East German officials admitted their latest 
Seven-Year Plan (1959-1965) is rapidly falling behind 
schedule. Goals set for 1960, the Communists say, 
were not met. Gross National Product increased by 
12% in 1959 but the growth rate fell last year to 8.3% 
and is expected to drop to 7.2% this year. 

Key problem, according to Party Secy. Walter 
Ulbricht, is a severe lack of labor, coupled with the fact 
that productivity of the existing labor force is increasing 
at a slower rate than wages. In the last three years, 
East German wages have climbed 33% while industrial 
production went up only 20%. 

Chief reason for this, says Ulbricht, is that production 
quotas are too low. He ordered them to be raised. 

Significantly, the last time the Communists attempted 
that, they triggered the East German uprising in 1953. 


Business Akroad Briefs 


Finland joined the European Free Trade Assn. 
(EFTA) this week as an associate member. Because of 
Finland’s network of bilateral agreements with Com- 
munist countries, EF TA exempted the Scandinavian 
country from eliminating quotas on certain products, 
and permitted a slower timetable for tariff reductions. 


Two German-American cooperation agreements were 
signed this week. Celanese Corp. of America and Farb- 
werke Hoechst AG, Frankfurt, jointly founded a third 
company, Bobina Faserwerke GmbH, for the production 
of a new synthetic fiber to be called “Travis.” Goodrich- 
Gulf Chemicals Inc. and Chemische Werke Huels AG 
will exchange knowhow on stereo-specific rubber. 


British Enkalon, Ltd., an Anglo-Dutch company, will 
start production of nylon yarn and plastics in Antrim, 
Northern Ireland. 
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PARTS FEEDERS for mechanized equip- 
ment take mechanical ingenuity to build. 
Syntron fitter is pondering how to make 
machine feed circuit breaker cases. 


Genesis of a machine... 
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* samples of parts to be fed. Above, J. W. Philippovic, manager 
of Syntron Co.’s parts handling and automation department, and 
D. L. Myers, a sales engineer, try some angles in feeding pipe ends. 


In the little town of Homer City, 
Pa., tucked in the foothills of the Alle- 
gheny Mountains about 40 miles east 
of Pittsburgh, there’s a small plant that 
doesn’t even have a sign on it to iden- 
tify it to the few strangers who venture 
that way. A gas station attendant on 
nearby Route 119 is glad to point it out 
to lost travelers, though. 

The plant, which houses the activities 
you see in the pictures as well as a 
group of rather Spartan offices, is the 
main manufacturing and_ executive 
headquarters of Syntron Co., a wholly 
owned subsidiary of Link-Belt Co. The 
company’s 800 employees, mostly 
skilled workers, turn out a number of 
lines of custom-tailored equipment for 
manufacturers, with sales of about $15- 
million a year. 

It’s a lot easier to find Syntron prod- 
ucts in use in industry than it is to 
find the company’s classically named 
home town. Go into almost any highly 
mechanized manufacturing plant, and 
you'll see Syntron parts feeders like 
those in the pictures hooked up to the 
newest and fastest automatic machines. 
Occasionally, you'll even find a whole 
complex of equipment put together by 
Syntron to assemble products or parts 
of products automatically. 

For Syntron is emerging as one of 
of the top specialists in equipment 
for automatic assembly—still an eco- 
nomically controversial area as far as 
mechanization and automation of man- 
ufacturing are concerned. 
¢ Vibrating Business—Automatic as- 
sembly systems are still only a small 


ie 


% 


CONCEPT of a parts feeder starts from an order blank and 2 ANALYSIS of problem often requires actual trials. Engi- 





Where Automatic 


part of Syntron’s business, however. 
Most sales are in products based on a 
much more stable, if literally shaky, 
foundation. Its biggest sellers are vibra- 
tory feeders—trough-like machines that 
sluice granular or powdered materials 
along as if they were liquids. 

These handy machines operate on 
alternating current, and a simple rheo- 
stat device, like the volume control on 
a radio, controls the rate of feed. This 
makes it relatively easy to hook up 
to the arm of a scale, say, and get auto- 
matic adjustment of feed rates. 

Syntron’s vibratory feeders—controlled 
both automatically or manually—range 
from desk-sized models used in mixing 
or packaging pharmaceuticals or fine 
chemicals to giants the size of a house 
that will shuck thousands of tons of 
ore or coal from one spot to another. 
¢ Fastest-Growing—But if these are the 
staples of Syntron’s business, by far the 
fastest-growing—and most intriguing— 
portion of its product mix is made up 
of its bowl-shaped feeders and automatic 
assembly machines. 

Bowl] feeders hurdle one of the tough- 
est stumbling blocks that production 
engineers run into when they trv to 
mechanize a manufacturing operation; 
they perform the simple series of steps 
required to pick up a part or piece of 
material from a jumbled pile, point it 
in the night direction, and shp it into 
the right place. 

Doing such a simple job with a costlv 
machine is often hard to justify eco- 
nomically. Even the least skilled labor 
can learn to pick-point-and-place a part, 





* neer-analysts must design—and often invent on the spot—a 
way to get the part oriented right side up and fore end to, and fed 
at proper rate. They work with typical bowl feeders nearby. 
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TINY FEEDER for transistor dice represents one end of Syn- 
tron product line; it jogs out the dice one at a time. Semiconduc- 
tor industry has become an important market; engineers from 
such companies as Texas Instruments, Inc., are frequent visitors. 


3 FABRICATION begins after engineers’ design is turned 

* over to a fitter, who will shepherd the project through from 
design to manufacture. Fitters can handle almost any kind of 
shop equipment, do a lot of their own welding and machining. 
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COMPLEX MACHINES come out of Syntron’s Homer City, Pa., 
plant, too. This one delivers a silicon rectifier, nut, bolt, and 
washer that customer wants to put in a single package automati- 
cally. Some Syntron machines are built to assemble entire products. 


FINISHED MACHINE, almost ready for shipment, gets a 

* check-over by Philippovic. The model he’s looking at is 
relatively simple; it sorts and feeds plastic buttons, positions them 
at end of chute so a machine can fasten them to another part. 
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businessmen 
gladly listen 
when this 
man 

talks 


Unique among financial advisors to businessmen is the man 
representing New England Life. He is directly concerned with 
uncovering ways to improve their financial situation. The 
presentation of opportunity is his sole function . . . and is the 
only reason that you or any other businessman should listen 
when he talks. He can readily point out specific opportunities 
for estate conservation plans, executive benefit plans, tax- 
favored pension plans, stock redemption plans. It is no coinci- 
dence that New England Life agents are highly successful men 
who do business with highly successful men. Why not call the 
New England Life agent near you? You'll soon see why he’s 
“the man of opportunity for the man of means.” Jf you'd like 
preliminary information we'll be glad to mail you our Portfolio of 
Opportunities. Write to: New England Life, Dept. B-1, 501' 
Boylston Street, Boston 17, Mass. 


NEW ENGLAND LIFE 


New England Mutual Life Insurance Company: All forms of individual 
and group life insurance, annuities and pensions, group health coverages. 
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and labor is easy to retrain. Machines 
must be specially tooled and they go 
obsolete with a design change. 

Nevertheless, Syntron makes about 
300 specially tailored parts feeders— 
about $200,000 worth—a month. Unit 
prices start at about $300. They ac 
count for about 15% of annual sales, 
probably a higher percentage of profits. 
¢ Versatile—The parts feeders seem to 
be able to handle just about anything 
that’s less than 8-in. in its largest di- 
mension, from tiny transistor innards 
to big metal gears. A typical list of 
work in progress in the shop might in- 
clude different machines for feeding 
bottle caps, light bulbs, medicine drop- 
pers, pills, bolts, bottles, nuts, flanges, 
springs, shafts, and screws. 

There are usually three or four really 
complicated multiple feeders on the 
way, too—machines that not only feed 
parts, but assemble them as well. These 
assembly machines are the latest Syn- 
tron specialty. 
¢ Evolution—Syntron got into the as- 
sembly machine business gradually. 
“People kept wanting us to put more 
and more on the ends of our feeders,” 
says D. G. Black, vice-president of} 
sales. “So we developed chutes and es- 
capements and other accessories. Now, 
if someone wants us to build the whole 
assembly machine, we do that, too.” 

This evolutionary process is rather 
typical of the way all of Syntron’s prod- 
ucts came along. The company started 
about 35 years ago making electrical 
hammers that work on rectified alter- 
nating current. The hammer is basically 
two solenoid—or hollow—electrical coils 
that alternately pull an iron bar back} 
and forth. 

Using half the hammer action pro-} 
duces a good vibrator that jerks harder 
one way than the other. Syntron first 
applied this to such jobs as vibrating the 
feed hoppers on bins so that materials 
such as sand, gravel, or flour wouldn't 
bulk up and block the opening. It 
went on to heavy portable shakers, such 
as are used on railroad cars to speed 
unloading, and to vibratory bulk feed- 
ers. A trough vibrated by a Syntron 
device will even carry material uphill. 

It’s the uphill trick that led to a 
bowl feeder with its inclined spiral— 
the key to its uncanny ability to orient 
parts. Actually, the spiral bow] wasn’t 
a Syntron invention. It was first de- 
veloped by Landis Tool Co. 

Syntron engineers, curious about re- 
peated orders for their vibratory drive 
mechanism from this manufacturer of 
centerless grinders, paid a call on Lan- 
dis. They lost little time buying the 
Landis patents when they saw how ef- 
fectively the feeders delivered parts to 
the grinding machines. 

Syntron has policed its patents rigor- 
ously, and most competitors operate un- 
der Syntron licenses. One Japanese 
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World’s most powerful towboat now on the job 


Here you see portions of the four Cooper-Bessemer 
engines which power the M/V America. This 9000 hp 
towboat... most powerful in the world...is now in 
operation for Federal Barge Lines, Inc. It was designed 
and built by St. Louis Shipbuilding & Steel Co., also 
builders of the M/V United States and the Austen S. Car- 
gill. These are the world’s three most powerful towboats 
and they are all powered by Cooper-Bessemer engines, 


The four Cooper-Bessemer engines for the M/V 
America are turbocharged LS-8 diesels, rated at 2250 hp. 
They are equipped with Vapor Phase cooling systems, 
supplied by Engineering Controls, Inc., and they will 
burn low-cost residual fuel oil. The towboat is designed 
for 24-hour per day duty on the Mississippi. 

For the latest in engine and compressor advancements, 
check with Cooper-Bessemer when you start to plan. 


Cespor Bessemer 


GENERAL OFFICES: MOUNT VERNON, OHIO 


ENGINES: GAS ~ DIESEL - GAS-DIESEL 
JET-POWERED GAS TURBINES 
COMPRESSORS: RECIPROCATING AND CENTRIFUGAL 
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ASSEMBLY MACHINE for cigarette lighter 
It was ordered from Syntron Co. by Zippo Mfg. Co. 


spring 60 times a minute. 


and several European firms also make its 
products under restrictive license. 

¢ Hurry-Up Jobs—When a manufac- 
turer wants a parts feeder for a specific 
part, he generally wants it in a hurry. 
Syntron has worked out a system for 
turning out most special purpose feed- 
ers within six to eight weeks after 
booking the order. It avoids commit- 
tees, keeps engineering and _ shop 
operations in constant informal contact. 

J. W. Philippovic, manager of the 
automation and parts handling depart- 
ment, is as active in the shop as in the 
office. He sees every order, and often 
as not can tell at a glance how to 
handle the feeder design problem. 
Much of the engineering and design 
of parts feeders is strictly by feel—an 
empirical problem all the way. 

Orders are invariably accompanied 
by a small bagful of the parts the feeder 
is to handle. The order specifies the 
rate of feed, the orientation of the 
part, perhaps the number to be fed 
at a time. A rod threaded at one end, 
for example, might have to be de- 
livered 100 per min., longitudinally, 
three at a time. 

Bowl feeders orient parts—getting 
them right side up, with the right end 
facing the right directiom—by a process 
of elimination. Parts start up the in- 
clined spiral helter-skelter. As they go 
up, they pass a series of bumps, ridges, 
narrow spots, slots, even air jets. These 
are so arranged that they dump all 
parts not facing in the right direction 
back to the bottom of the bow] to start 
their climb over until they come up 
the right way, and so pass through. 
¢ Skilled Process—After an order goes 
through Philippovic, it starts on the 
route pictured at the bottom of pages 
38-39—through an engineering analysis 
office to fabrication in the shop. 

In building feeders for parts, the 
engineers know how to handle most of 
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part puts together two brass fittings and a 


the common shapes. But odd-shaped 
parts get dumped into a bowl feeder 
to -see how they behave. The engi- 
neers will work, as Philippovic puts it, 
“with pink string and sealing wax”— 
meaning masking tape and cardboard 
cutouts and anything else that’s 
handy—until they figure out how to 
shape the obstacles that will eliminate 
the parts not facing the right way. 

In the shop, the basic elements de- 
signed by the engineers go under the 
wing of a craftsman known as a fitter— 
a skilled mechanic, whose job is to 
build a machine that works. 

“There’s no rule about what makes 
a good fitter,” says Philippovic. “Some 
were diemakers, some miners, farmers, 
machinists, engineers right out of col- 
lege, and we even have one older man 
who holds a doctorate in aeronautical 
and marine structural engineering who 
claims he’s never had a job he en- 
joved more.” The fitters have to be 
inventive—Philippovic calls them his 
“prima donnas.” 

Prima donnas or not, they turn out 
a lot of work. There are only 51 men 
in the automation and parts handling 
division—12 are design, analysis, and 
production engineers, six are sales en- 
gineers, 33 are fitters. Averaged out, 
each fitter individually produces over 
$70,000 worth of machines a year. 

Syntron won’t reveal how much of 
this figure presents a value added in 
the specific operation, but it is un- 
doubtedly a large share. Syntron buys 
little in the way of finished goods out- 
side its own shop. It even makes its 
own silicon and selenium rectifiers. 
¢ Sales Growth—Though it’s unusual 
to find such a small company so verti- 
cally integrated, it would be hard to 
second-guess Syntron’s management. 
B. K. Hartman, president and general 
manager, notes that most of its products 
are either custom-built or have custom- 








HOW many 
of these 


NEW IDEAS 
can you use ? 


Avisco® “T” Films for pack- 
ages combine superior 
strength, pure transparency, 
sparkle and unmatched 
machine performance of 
cellophane. New Avisco ““T”’’ Films, 
a special combination of cellophane 
and polymers, virtually eliminate 
broken packages. 


Avistrap® Cord Strapping.* 
Super strength, safety, easy 
handling and light weight 
give new AVISTRAP cord 
strapping usefulness unique 
in industrial packaging. Made of high- 
tenacity Avisco rayon, AVISTRAP 
absorbs shocks that break metal, 
has no sharp edges. Locally avail- 
able in all major industrial areas. 


Avicel} Crystalline Cellu- 
lose offers many advan- 
tages as a food ingredient. 
Contributesstability, body, 
bulk, opacity, texture and 
palatability to a wide variety of 
convenience and low calorie foods. 
Excellent future in pharmaceuticals 
and cosmetics. Developmental quan- 
tities available. 


Avisco Rayon Fibers— pre- 
cision engineered and de- 
signed for a wide range of 
industrial applications, in- 
cluding reinforcing fabrics 
for belting and hose, scrim for 
plastic tarpaulins, paper bags and 
tape. High tensile strength, light 
weight, and long flex life top some 
of the reasons for the growing pref- 
erence for rayon fibers. 


Avisco Rayons for Textiles 
—Avril® rayon, the stable 
and high-strength fiber for 
apparel and home furnish- 
ings fabrics. Avron® rayon, 
the high-strength fiber for carefree, 
comfortable fabrics. Avlin® rayon, 
a multicellular fiber created ex- 
clusively for blends. 
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*Patents pending 
+Trademark of American Viscose Corp. 


USE THIS SPEED COUPON... 








CHECK AND ATTACH TO COMPANY LETTERHEAD— INCLUDE YOUR NAME 


American Viscose Corporation, 
Public Relations Department, 
1617 Pennsylvania Blvd., Phila. 3, Pa. 
I’m interested in: 
C0 New Avisco ‘‘T” Film [] New Avisco In- 
CO New Avistrap Cord dustrial Fibers — 
Strapping 12 New Avisco Textile 
C0 New Avicel cellulose , Fibers 
for foods, drugs, 
and cosmetics 
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Weyerhaeuser Company gets 
minimum martring, maximum safety 











knocked-down containers. 


by securing container shipments with 


\VISTRAP GORD STRAP 








Tensions without cutting. Flexibility of AVISTRAP allows ten- Safe and easy to handle. Coil of 54” AVISTRAP containing 
sioning around corners with minimum crushing. Absence of 1,000 yds. weighs only 20 Ibs., is easily carried wherever 
sharp edges eliminates cutting. Corner protectors are seldom needed. AVISTRAP is safe to tension, will not cut hands. 
needed. Because of these advantages, Weyerhaeuser uses AVISTRAP also requires minimum storage space. Photos made 
AVISTRAP to hand-strap 500-Ib. to 1,000-lb. shipping units of at Delair, N. J., plant of Weyerhaeuser Shipping Container 


Division. 





RSL FE, 


AVISTRAP 


CORD STRAPPING* 
CEA a 


*Patents pending. 


AMERICAN VISCOSE CORPORATION, |NDUSTRIAL PACKAGING DEPT., 1617 PENNSYLVANIA BLVD., PHILA. 3, PA. 


District offices: Atlanta, Ga., Boston, Mass., Charlotte, N.C., Chicago, Il!., Columbus, Ohio, Dallas, Tex., Denver, Colo., Los Angeles, Calif., New Orleans, La., New York, N.Y. 








New convenience and safety for your plant and your customers 


Unlike metal strapping materials, AVISTRAP will not lash out with jagged 
ends if broken. It is extremely tough, able to absorb shocks which snap 
metal strapping of the same width. Yet AVISTRAP is easy for customers to 
remove from packages, and causes no disposal problems. Its light weight— 
never more than 14 the weight of meta! strapping—is an advantage in ship- 
ping. And AVISTRAP will not mar goods during shipment, will not cut 
handlers’ hands, will not snag truck floors or other packages. 


AVISTRAP is available from local distributors, in a range of sizes, along with 
all necessary tools and accessories. To arrange a demonstration in your 
plant, or to request specific application information, contact Industrial Pack- 
aging Department, American Viscose Corporation. 
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SHIP via UNITED AIR LINES... 


United can give you jet freight service to 
more U. S. cities than any other airline... 
with the world’s largest fleet of jets. 

Each jet carries cargo...up to 1014 tons. 
Service is frequent, too, since United jets 


take off at the rate of one every 15 minutes. 

And of course you can also ship freight 
on United’s growing fleet of Cargoliners 
and on every United Mainliner®. This total 
freight-carrying fleet and United’s 14,000 





WORLD'S LARGEST JET FLEET 


mile route system are your best assurance of 
convenient shipping schedules and service. 
Combined with United mechanized ground 
facilities, this big freight lift is real reason 
to call United for your next shipment. 
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AIR LINES 
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EXCLUSIVE NEW FEATURES 
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put the "85" in a class by itself for saving you money in sweeping. 


TENNANT “85” SWEEPER pays for itself fast... 
sweeps a full mile of aisles 


in less than 


Gliding swiftly over your floors, this all- 
new, superbly engineered TENNANT 
“85” Sweeper sets a new standard in 
cost-saving cleanliness .. . plus heavy- 
duty dependability for any job. 

In 30 minutes, for example, it easily 
sweeps a full mile of 8 ft. aisle . . . or over 
100,000 sq. ft. per hour in open areas. 
Leaves an ultra-clean 53” path. 


Saves up to 60% in hand-sweeping costs, 
doing the work of 3 to 12 men. New hy- 
draulic drive, floating brush and simple 
controls make it easy to use. Your opera- 
tor does a top notch job the first time. 


New features assure exceptional clean- 
liness, plus added capacity for difficult 
jobs. Examples: Largest filter (66 sq. 
ft.) on any industrial sweeper . . . power- 
ful 18 h.p. engine . . . new constant-speed 
brushes and vacuum .. . 16” wheels for 
good traction on ramps. 


100% mechanized operation saves time. 
Single pedal for forward-reverse; just 
touch button to clean dust filters; twist 
of knob dumps 800 Ib. load. Usually 
pays for itself in less than a year. 


30 minutes! 






HEAVY-DUTY “85” has ample power for gruel- 
ing use on ramps and inclines and over bumpy 
pavements. Path swept (53”) is ideal width for 
sweeping most factory aisles in one round trip. 


NEW BULLETIN f rn os 
gives full details i Be 
on how the “85” sz LZ ... 85 ] 


slashes sweeping } 
costs. Shows photos, — 
performance data, pt Ts 
specifications and *3 
cost-saving applica- 
tions. Write today 
to G. H. Tennant 
Co., 703-D No. 
Lilac Drive, Minne- 
apolis 22, Minn. E* 








HEAVY-DUTY 
POWER 
SWEEPERS 


INDUSTRY’S MOST COMPLETE 
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designed accessories. “That means,” 
Hartman points out, “that we have to 
stay flexible.” 

Syntron’s parts feeder sales have been 

growing at about 10% a vear, and this 
year is no exception. “Fortunately,” 
says Hartman, “we are supplying a 
really fast-growing industry—the semi- 
conductor business.” That has more 
than taken up the slack from the slow- 
down in automotive equipment orders— 
a situation typical for Syntron. With its 
products used in a wide variety of 
industries, a rise in one market tends 
to.cancel out a drop in some other 
market. 
e Competition—Hartman is optimistic 
for the future, though he sees stiffening 
competition. “It’s not unexpected that 
we're picking up competition that 
underprices us occasionally. New com- 
petitors start up almost daily, and we’re 
getting toward the end of some of our 
more valuzble patents. But we’ve been 
fortunate, particularly in the area of 
parts feeders, because we are in on the 
ground floor of a rapidly changing seg- 
ment of business—automation seems to 
be the popular word for it.” 

A good part of Svntron’s future de- 
pends directly on how expeditiously 
mechanization of assembly jobs_ takes 
over. 

In the new business of making as- 
sembly machines, most manufacturers 
are small and have little financial back- 
ing; often, one big job going sour can 
put them out of business. 

Gradually, the business is beginning 
to look more and more like a machine 
tool building operation, though. A lot 
of operations in parts handling involve 
similar movements, escapements, and 
engineering problems. Companies such 
as Gilman Engineering & Mfg. Co., a 
subsidiary of Parker Pen Co., have de- 
signed modular assembly machines that 
can easily be adjusted to different jobs. 
Though not vet proved out, electroni- 
cally programed robot tools are begin- 
ning to make an appearance (BW— 
Jan.28’61,p80). 

Some companies specializing in de- 
signing single purpose assembly ma- 
chines have developed techniques to 
cut the chance of failure. Automation 
Engineering Laboratories, Inc., of 
Gieenwich, Conn., works step by step. 
It completes the hardest part of the 
assembly machine first, and collects its 
fee in incremental steps. That permits 
a customer to back out of a job if it 
looks impossible, without excessive cost 
to either party. 

Syntron is happier about competition 
in complete assembly machines than in 
its specialty of feeders. That’s because 
almost all assembly machines have 
to pick up and orient parts, so that 
the competition, in effect, creates an 
even larger market for Syntron’s parts 
feeders. END 
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Rescue lost profits... 


with 





American Credit Insurance 


Themoment your product is shipped, title passes 
... and your credit risk begins. From that point 
on, the only protection for your accounts receiva- 
ble . . . for all the working capital and profit your 
product represents . . . is commercial credit insur- 
ance. An ACI policy, with new and broader 
coverage, is your soundest way to rescue profits 
that could otherwise be lost. 


WAYS CREDIT INSURANCE CAN HELP YOUR BUSINESS 


Its advantages are spelled out in a helpful ACI A subsidiary of COMMERCIAL CREDIT 
booklet, yours for the asking. Write AMERICAN CREDIT 


INSURANCE, Dept. 42,300St. Paul Place, Baltimore 2, Md. 


Sound market expansion, too, is a major benefit 
of American Credit Insurance. You can confidently 
add more good customers, sell more to present 
customers. Today, as for 68 years, an ACI policy 
is important to sales progress and good financial 
management. Call your insur- 
ance agent . . . or the local office 
of American Credit Insurance. 


COMPANY, which has assets of over 
two billion dollars. 
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In Production 


Industry’s Widest Coal Auger 
Beats 25-Ton-a-Minute Rate 


A giant, 7-ft. coal auger—said to be 3 

other in the industry—has been designed with a rated 
production capacity of 15 tons of coal a minute, and in 
actual operation has bored out as much as 253 tons a 
minute. ‘he auger was built by Compton, Inc., a sub- 
sidiary of Joy Mig. Co., and is ‘drilling steamgrade coal 
fiom a Kentucky *Oak Mining Co. mine near Hazard, 
Ky. 

Coal augers take over where strip mining leaves off. 
Once a strip mine is worked out—when too much dirt has 
to be removed for the amount of coal mined—augers are 
brought in to tap the veins beneath the overburden if 
the veins are rich enough. Kentucky Oak Mining expects 
to recover more coal from this strip and auger job than 
the total tonnage mined over a 30-year period in the 
original underground operation. 

The Compton auger has seven sections, each 30 ft. 
long and weighing five tons. With the cutting head, the 
jointed auger can bore 216 ft. into a coal seam. It takes 
only half a minute to stop the drilling, hydraulically 
lower a new 30-ft. auger section into place to extend the 
augers length, and begin drilling again. The auger 
spiral-forces the coal from the hole and it drops onto a 
conveyor belt that runs to waiting trucks. ‘The trucks 
haul the coal directly to a tipple where the coal is 
crushed and loaded into railroad cars. 

Today, auger mining accounts for 8-million tons or 
about 2% of all the bituminous coal produced in the 
U.S. each year. 


Field Tests Due for Wood Sleuth 


That Ferrets Out Flaws in Lumber 


An electronic “wood sleuth” for detecting and 
trimming out knots or other flaws in lumber moving 
through the mill will get a field test soon at International 
Paper Co.'s sash and door factory in Weed, Calif. 

The Western Pine Assn. of Portland, Ore., holds the 
patents; if the machine stands up under test, the asso- 
ciation will probably license a manufacturer to build 
other units. 

A first wood sleuth didn’t pan out. The original proto- 
type tested at several mills in California checked only 
one side of the lumber. The second prototype now being 
assembled watches both sides. Once the machine— 
apparently built around a system of photo-electric cells— 
discovers a bad spot, a signal goes to cutoff saws, which 
trim out the bad section. The good stock is then bonded 
back together again, end-to-end, for trimming into the 
ight lengths. 

Carl A. Rasmussen, research director for the Western 
Pine Assn., says the test at International Paper may take 
six months or longer. Another six months of develop- 
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3 ft. wider than any 


ment could follow that before the wood sleuth is ready 
for the market. On advice from patent attorneys, Ras- 
mussen has been keeping quiet on how the system works. 


Kiekhaefer Offers “Inboard-Outboard” 
With Boeing Gas Turbine Engine 


Kiekhaefer Corp., manufacturer of Mercury outboard 
motors, is entering the inboard-outboard motor field 
with the introduction of the first gas turbine engine 
with an outboard drive. 

An “inboard-outboard” consists of an inboard engine 
with the drive running through the stern transom to 
a drive mechanism resembling the bottom half of an 
outboard engine. ‘This way, the boat has the power 
from a larger inboard engine, with the flexibility of 
an outboard. 

The engine for the new package will be manufactured 
by Boeing Airplane Co. It is Boeing’s new compact 
Turbo-Mariner, which generates 200-hp. ‘The engine 
weighs only 384 lb., compared to 700 Ib. or so for a 
comparable piston-driven engine. 

The price of the engine and stern drive is $13,000, 
although Kiekhaefer will sell the stern drive alone if 
the customer wants to use it with other tvpes of engines. 
Right now, the combination is in production only on a 
limited basis. When volume increases, the price of the 
package will be lower, says Kiekhaefer. 


Production Briefs 


Du Pont is starting up a new plant in Belle, W. Va., 
which will more than double its production capacity for 
methylamines and their derivatives, used in making 
pharmaceuticals, rocket propellants, and rubber, textile, 
and agricultural products. Backed up by the economies 
expected in Belle, du Pont has also cut bulk prices of its 
dimethylacetamide, a methylamine derivative, from 


724¢ a lb. to 50¢. 


Combustion Engineering, Inc., has: received a $344- 
million contract from TVA for two 18-story-high boilers 
—said to be the largest ever designed. Combustion Engi- 
neering says the boilers, serving two 900,000-kw. turbine- 
generators, will be a third larger than any others ordered 
to date, and will produce more than 6-million Ib. of 
steam per hour at 2,400 lb. per square inch and a tem- 
perature of 1,050F. The first boiler is scheduled for 
operation by September, 1964; the second, a year later. 


U.S. Rubber Co. and Borden Co. last week an- 
nounced plans to build—through a new, jointly owned 
company, Monochem, Inc.—a $50-million chemical 
complex in Geismar, La., for converting hydrocarbons 
into more than a dozen chemical products. Ground will 
be broken this month for the Monochem plant, a 
$20-million facility that will produce acetylene and vinyl 
chloride monomer from hydrocarbons. U. S. Rubber 
and Borden will build adjacent, individually owned 
plants for converting these basic chemicals into such 
products as polyvinyl chloride resins and plastics. 
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In Finance 


Alleghany Announces $1.6-Million Buy, 
Counters Murchison Charges in Proxy Fight 


The proxy battle for control of Alleghany Corp. be- 
tween Allan P. Kirby and the Murchison brothers, John 
and Clint, Jr., became hotter this week. 

¢ Alleghany attempted to counter the Murchisons’ 
charges that it had been pursuing a stagnant investment 
policy by announcing the purchase of over 50,000 shares 
of ‘Transamerica Corp. in the past six weeks. ‘Trans- 
america owns Occidental Life Insurance Co. of Cali- 
fornia and a number of property insurance companies, 
and has interests in some large real estate developments. 
Alleghany’s $1.6-million purchase is the first new invest- 
ment made by Alleghany since Kirby has been in com- 
mand, except for purchases of B&O stock to help the 
New York Central in its contest with the C&O over that 
railroad. 

¢ On its part, the Murchisons’ stockholders com- 
mittee fired out a new letter to stockholders rebutting 
Kirby's charges against the Murchison stewardship at 
Investors Diversified Services—an investment company 
controlled by Alleghany. They counter-charged that 
gains claimed by Kirby during his tenure at Alleghany 
were instead the work of the late Robert R. Young. 

e Earlier, a key figure in the battle, Randolph Phil- 
lips, resigned as financial consultant to Alleghany. Phil- 
lips was returned to that post only recently by Kirby, 
aud since has been a center of controversy between Kirby 
and the Murchisons. Kirby's insistence on keeping 
Phillips in top positions at Alleghany and IDS was one 
of the things that reportedly has kept the two factions 
apart. According to Charles Ireland, Alleghany presi- 
dent, Phillips resigned because he wanted to avoid 
insertion of “a false issue in the proxy contest.” 


$250-Million AT&T Refunding Expected 
To Spur Rush of Utility Financing 


Utility company executives expect that American 
Telephone & Telegraph Co.’s plan to refund its $250- 
million issue of 5g% debentures this summer will bring 
a flurry of other utility financings. 

They expect that utilities that need financing will 
try to race the AT&T issue to market so their own 
borrowings won’t be influenced by digestion of the 
Telephone bonds. Even some utilities that aren’t plan- 
ning to raise new money at this time will also try to 
take advantage of current market rates to refund old 
issues with higher coupons before the AT&T offer 
drains off investment funds. 

Even before the AT&T announcement two weeks 
ago, the calendar of new utility financings was heavy. 
This month alone will see more than $144-million in 
new utility bonds. In May, volume will be higher, with 
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a big Bell Telephone Co. of Pennsylvania refunding 
and at least eight other major offerings. 

This rush of new offerings prompts some bond dealers 
to wonder just how successful AT&T’s refunding will 
be. As is stands now, AT&T could refund its 52% 
debenture at 44% and save about $2-million annually 
in interest payments. But bond dealers now say AT&T 
may have trouble getting the price it wants. 


Depressed Areas May Get Easier Terms 


On SBA-Insured Development Loans 


The Administration is considering two more moves 
to spur business activity and at the same time get the 
Small Business Administration’s lagging program of aid 
to state and local development companies off the ground. 

For one thing, SBA administrator Joseph Horne is 
thinking of reducing rates charged on SBA loans in 
depressed areas to local development companies set up 
to finance small businesses. 

Hore wants to cut the current rate of 54% to 5%, 
maybe even to as low as 4%. 

He’s also considering lowering the minimum amount 
of an individual loan that the state or local development 
company must put up from the present 20%. In 
contrast to the stir over SBA-licensed small business in- 
vestment companies, the state and local development 
program has aroused little excitement so far. In the 
two and a half years the program has been open, fewer 
than 100 loans have been made to local development 
companies. 

e a + 


U.S. Chain Plans Motels in Europe, 
Discusses Financing With Rothschilds 


Holiday Inns of America, Inc., a chain of 190 motels 
with revenues of $12-million in 1960, is considering a 
plan to set up American-style motels in Europe. Fi- 
nancing, though, would be done entirely in Europe. 
The chain is now discussing details with the Paris 
investment banking house of Rothschild Freres. 

Holiday Inns’ Pres. Wallace Johnson said that no 
final plans have been worked out as yet, but that the 
motel chain would soon set up temporary offices in 
Geneva to study possibilities of expansion abroad. The 
chain’s preliminary plans call for motels in Switzerland, 
Germany, France, England, and possibly Scandinavia. 

Johnson feels the opportunities abroad are good, as so 
far there are relatively few motels in Europe ana most 
of these are near airports. He would establish Holiday 
Inns on well-traveled roads, near large cities and towns. 

In the U.S., Holiday Inns owns some of the motels 
in its chain, but the majority are operated under fran- 
chises. The European operation would be handled 
through a new subsidiary, Holiday Inns International, 
but there is no indication yet what percentage of its 
motels would be owned outright. 

Johnson and Rothschild are also studying whether a 
similar arrangement could be developed to put Holiday 
Inns into South America and the Caribbean area. 
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How a Rose Grower oe oe 
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NEW ROSE begins with cross-pollination of parent plants hand- MONTHS LATER, processed seeds go into flats. Jackson & 
picked for their pedigrees. One seedling from the parents may Perkins set out 30,000 seedlings this year—to winnow down to five 
produce the rose the hybridizer dreamed of years later. or six plants. Entire stock of one variety stems from one plant. 
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CRITICAL POINT occurs when seedlings, transplanted to pots, are shipped to California for grafting onto sturdy stock. Then come 
begin to flower. Now chief hybridizer Eugene Boerner can begin years of outdoor tests—all across the country—for strength, disease 
to judge the color, shape, firmness, and scent. Promising plants resistance, as well as beauty. 
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Any day now, this spring, as every 
spring, amateur gardeners will get dig- 
ging. But this year is different. All un- 
aware, many flower buffs will be taking 
part in a momentous bit of rose history. 
lor the first time, they will be planting 
half a million hybrid teas of the same va- 
riety: Jackson & Perkins Co.’s new 
patented rose, Americana (cover, cen- 
ter). 

One person quite aware of the sig- 
nificance of this mass dig is 71-year-old 
Charles H. Perkins (picture and cover), 
president of the company that holds un- 
disputed the title of world’s largest rose 
grower. By selling half a million of the 
Americana in its first year, J&P has 
taken a long stride toward its goal of 
mass marketing of an essentially hand- 
crafted product, the hybrid rose. 

To reach this point, J&P has taken 
just about every leaf from the book of 
any hardgoods manufacturer: aggressive 
merchandising, tie-ins, credit selling. 
Most of all, it and its competitors have 
learned the value of yearly new roses. 


|. Background for a Target 


Actually, rose growers have worked 
the new-product play ever since the 
1930 plant patent act gave them the 
right to own their new creation and to 
license its “manufacture” to other grow- 
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Bloom in Profits 


ers. But the emphasis has grown in re- 
cent years, for several reasons. 

First, there’s the potential. “There 
isn’t a home in the country that can’t 
grow roses,” says J. Awdry Armstrong, 
president of Armstrong Nurseries, Inc., 
the California concern that counts it- 
self No. 2 in the field. According to 
Dept. of Agriculture, sale of rose plants, 
at value in the field, came to some $15 - 
million in 1959, up about 30% from 
1949. Add to that potted plants and cut 
roses and you get a total something like 
$50-million wholesale. The trade esti- 
mates retail value of rose sales at 
roughly $150-million, maybe 12% of 
total nursery stock—estimated variously 
at $800-million to $1.2-billion. 

An army of growers competes for 
the business. U.S. census counted some 
1,000 growers (with sales over $2,000) 
selling 48-million rose plants in 1959. 
Even giant J&P has sales of only $10- 
million of which roses account for 70% 
to 80%. 

e Greener Thumbs—The market itself 
has changed since the suburban push 
opened it up. Today’s gardener is far 
more finicky, more mature, J&P calls 
it. He wants tougher plants, plants that 
may be hybrids but still smell like roses. 
He wants the best. He wants the new- 
est. “It’s just like people’s interest in 
new and different cars,” says Sidney B. 


da i cma pa 


ALMOST READY: Boerner, Charles Perkins, and Ralph Perkins admire this year’s top 
J&P rose, and some not yet ready for market. “Every one is a dream come true,” says 
Boerner. Says Charles Perkins, “I’m telling you, that’s a collection of roses.” 
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READY for market, dormant plants wait 
in cold storage at Newark, N. Y., for ship- 
ping. J&P grew 23-million plants last year. 
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It’s not an ordinary paper that traps 
destructive sludge in oil, tiny motes of 
dust in air, corrosive droplets of mois- 
ture in gases... these marauders are 
now stopped in their tracks by “highly 
educated” Riegel filter papers. Other 
familiar examples are vacuum cleaner 
bags, oil filters in your car, hydraulic 
filters in jet engines and gas aerosol 
filters to trap atomic fallout. Riegel 
filter papers are made to highly tech- 
nical specifications for each job, 


Think a moment...can a filter im- 
prove your machines or processes... 
or solve a problem...at the cost of 
paper? Riegel has over 600 papers to 
serve industry in products, in produc- 
tion, in packaging. Write Riegel today 
describing your need, 


TECHNICAL ADVISORY SERVICE 
114¢]4 -)-V 14: Mele) tre) F-Gale) | 
BOX 250, NEW YORK 16_N. Y. 





Hutton, Sr., head of Conard-Pyle Co., 
Pennsylvania concern that claims the 
No. 3 spot. 

New and better products are the way 
to this market’s heart. Charles Perkins 
sums up: New roses create prestige for 
the grower. They make news. One out- 
standing rose builds up a grower’s whole 
line. ““And besides,” he adds practically, 
“we can get the top price for it.” 


answer. A new rose is as carefully built 
for style and performance as any of 
Detroit’s new models. It takes from 
seven to 10 years and from $50,000 to 
$100,000 to bring one new rose to the 
marketing point. Then you have mer- 
chandising costs. And there’s always a 
risk that the public may not go for it. 

New products aren’t enough. You 
have to sell them. Lack of merchandis- 
ing and lack of cash have held roses 
back, Armstrong says. This is the prob- 
lem Jackson & Perkins set out to solve. 


ll. Nearing Target 


Charles H. Perkins, lawyer-founder, 
and uncle of the present chief, was “the 
longest-headed man I’ve ever seen,” his 
nephew savs. His company, started in 
1872, early saw the need of breeding 
better strains. The Dorothy Perkins, in- 
troduced in 1908, was J&P’s first out- 
standing new product. 

The patent act gave rose develop- 

ment a boost. Another boost came in 
1938 when leading growers formed the 
All-America Rose Selections. By sin- 
gling out top-notch plants, this group 
sought a yardstick by which consumers 
may gauge a good rose. The All-Amer- 
ica award is a coveted prize—with good 
reason. Title-winning roses account for 
40% of all rose sales. 
e Selling Shift-The New York 
World’s Fair of 1939 brought a major 
shift to J&P. Till then, it had sold en- 
tirely at wholesale—to nurseries, other 
growers, retail outlets. The clambr of 
fair visitors to buy the roses in J&P’s 
display caused the company to do an 
about-face. It went into direct selling, 
by catalog. Today retail sales account 
for 70% of its business. 

After World War II, the four Per- 
kins brothers who run the concern be- 
came increasingly aware of the prob- 
lems of the expanding market. You had 
to have enough roses to sell. And you 
had to be able to sell them. 

Just getting the plants is no cinch. 
It takes vears to test a new variety thor- 
oughly, in every climate. It takes years 
to get from the single hybrid parent 
plant enough stock to sell. J&P’s re- 
search budget runs $250,000 a year, to 
net it from four to six new varieties. 

For more productivity, the company 
formed a California division in 1951; 
it now has about 1,000 acres there. 





Later it took over 6,000 acres in Ari- 
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¢ Long Development—But it’s a tough | 








They “Pass 
the Cereal” 


with Allis-Chalmers 
LIFT TRUCKS 


Hlloggs 





° 


Passing the cereal is serious business 
at Kellogg’s, for it involves handling 
hundreds of millions of pounds year- 
ly. That’s why choosing the right lift 
truck is also serious business. 


A demonstration showed that an 
Allis-Chalmers lift truck was what 
both the company and the operators 
wanted. Now Kellogg uses 21 of these 
trucks — many of them around the 
clock — proving once again there is 
a Dollar-Saving Difference in Allis- 
Chalmers lift trucks. Ask your dealer 
for a demonstration or write for com- 
plete details. Allis-Chalmers, Milwau- 
kee 1, Wisconsin. BH-164 


ALLIS-CHALMERS 


POWER 
FOR A 
GROWING 
WORLD 
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zona. It also has 1,200 in New Jersey, 
+00 in Indiana, 2,000 in Newark, N. Y. 
¢ Promotion Payoff—Meanwhile, the 
company was learning its promotion les- 
son. A few figures make the point. In 
1958 it introduced Baby Blaze—with no 
promotion. It sold 6,500 plants the first 
vear. Even at a top retail price of $3.50, 
J&P would take several years to recover 
introduction costs at that rate. In 1956, 
its White Bouquet floribunda was an 
All-America winner. With this promo- 
tional kickoff, it went to town, with 
sales of 95,000. A year later, Fusilier, 
another All-America choice, topped 
100,000. The moral seemed clear. If 
you could promote, vou could sell. 

But All-America awards don’t come 
every year. (Armstrong Nurseries, with 
16 to its credit, is first; J&P runs it a 
close second, with 15). So J&P launched 
its own campaign, the Jackson & Per- 
kins Rose of the Year. “We tagged 50¢ 
onto the price to help pay for promot- 
‘ug, and we were in business,” recalls 
Perkins. Its first Rose of the Year was 
the Kordes Perfecta, introduced in 
(959, and that vear J&P sold 169,000. 
» Mission Accomplished—Then _ the 
company plunged. It set a target of 
500,000 for the then nameless Amer- 
icana, due out in 1961. By this week, 
its confidence was justified. The vear’s 
ivailable crop of Americana was close 
to sold out. 

To build up public excitement and 
to minimize the risk of making a wrong 
choice, J&P hit on the device of a con- 
sumer panel. Some 10,000 amateur 
crowers test its candidates for the Rose 
of the Year. For $10, each member gets 
at least four nameless plants, still in the 
testing stages. The lure: “Have a brand- 
new rose in your garden no one else can 
buy.” They score the plants’ perform- 
ance, and can even suggest a name. 
¢.Tie-Ins—J&P has made promotional 
hay on tie-in devices—naming a new 
rose for an outstanding personality or a 
company. This year, it has a Girl Scout 
Rose, and an Avon Rose, for Avon 
Products, Inc. It screens such tie-ins 
carefully. The primary value is that the 
advertising of the sponsoring company 
brings J&P exposures it wouldn’t other- 
wise get. 
¢ Credit Selling—Four vears ago, it 
took the plunge into another develop- 
ment of latter-day merchandising: 
credit selling. The buyer pays no money 
till the plant is growing healthily in his 
garden. Today, about 15% of its retail 
sales go this route. Surveys indicate 
that 90% of credit buyers have never 
bought roses before. 

The company’s 17-acre rose garden 
in Newark, N. Y., is a promotion in it- 
self. Built in 1945, the gardens are 
opened every June for a week-long fes- 
tival. 

Such promotional programs don’t 
come cheap. Total J&P selling costs 
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Print your own 
... On a Weber Label Printing Machine 


@ save hours and hours of typing 
e eliminate label inventories 
e cut your label costs up to 90% 











ict ir a of typing ee — You get 
and eliminate addressing errors. Eliminate high- : 
cost, wasteful, volume purchasing, storing and in- 7 Big Advantages 
ventorying of labels—the Weber Label Printer @ No more buying 
will run them off when and where you need them. labels 

The compact portable, typewriter-size, fully 
automatic machine prints, counts, cuts to size, ° Seo typing 
and stacks labels—at 105 per minute! It adjusts 
in seconds for different sizes and varieties of labels 
used in shipping, production, packing, inspection 
and other departmental work. Prints from stencil 
or rubber mat on gummed, ungummed, dry 
gummed, linen or pressure sensitive stocks. 

Whatever the variety or quantity, you can now 
print all your label needs quickly and easily on a 
Weber Label Printing Machine. Get the facts on 
how you can save up to 90% on your label costs— 
mail coupon! 


@ No more label 
inventories 


@ Reduce claims 


@ Reduce theft and 
overshipment 
losses 


e Address faster 
@ Ship faster 














WEBER MARKING SYSTEMS 
Dept. 15-D 

Weber Industrial Park 
Mount Prospect, Illinois 
Please send me complete data on Weber Label 
Printing Machines. 





Weber 
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MARKING SYSTEMS Company. 
Sales and Service in lndivideot 
all principal cities Position 
Address. 
City. Zone. State. 
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MI pattern of produc- 
tion . . . calg’drawing stainless steel and 
alloy tubing . . . has had one important 
ingredient in every working and thinking 
assignment: *emphasis on the best quality 
appropriate for the tubing application. 
Top level specifications kept us hot on the 
trail of improved methods at TMI to pro- 
duce tubing products worthy of our quality 
goals . . .and we developed a valuable by- 
product in the bargain. This QUALITY 
ability was such a habit at TMI that com- 
mercial orders benefited greatly. 


For 20 yea 


Customers say: ““TMI tubing speeds 
assemblies, improves appearances, gives 
our products a performance boost. Good!” 
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run to some $2.7-million. The cat- 
alog is the main retail selling tool. 
J&P is printing over 2-million this year, 
at a cost of 35¢ apiece in the mail. The 
company does some direct advertising, 
mainly in newspapers and shelter maga- 
zines. For its wholesale business, it has 
just added a couple of salesmen to bring 
the total to 12. 


lll. Thorns, Too 


Direct selling is profitable but costly, 
and the cost increases as the market 
spreads. That’s why Armstrong Nurs- 
eries leans toward selling through retail 
outlets. “You can’t supply a mass mar- 
ket by mail,” Armstrong feels. Only 
about 20% of its sales of possibly 
$3-million are via catalog. 
¢ Mass Outlets—Ralph E. Perkins, 
who runs J&P’s wholesale business, 
concedes that more outlets are an essen- 
tial road to mass markets. For the in- 
dustry this has meant increasing sales to 
big variety chains, even supermarkets. 
Sears, Roebuck & Co., which buys, 
mainly from big Consolidated Nurseries, 
in Texas is counted the No. 1 over-the- 
counter rose retailer. J&P shies away 
from talking about this development. 
It does sell to the chains, though, and 
savs this is getting to be volume busi- 
ness. Mostly, it does not sell its top- 
grade patented plants this way. 

Armstrong makes no bones about its 
interest in going the chainstore route. 
Conard-Pyle, too, this spring, is mar- 
keting its miniature roses to “anyone 
who will buy.” 

Such mass outlets pose a major prob- 
lem: how to maintain quality control 
in the supermarket, say, where little 
thought is given to the perishability of 
the product. Nevertheless, many grow- 
ers feel more such selling is bound to 
come. It opens up a whole new market, 
which may buy on price today, but may 
upgrade tomorrow. 
¢ Weather Problems—Scasonality is an- 
other plague. It’s hard to keep skilled 
workers on a part-time basis—one rea- 
son J&P went into bulbs and other 
fall plants. Bad weather can kill a mar- 
ket any year. Last year, a late winter 
that blacked out the spring planting 
season in many parts of the country 
knocked J&P sales down for the first 
time in 25 years, Charles Perkins says. 
¢ Higher Goal—With all the problems, 
the company is already raising its sights 
above its 500,000 goal. It has the plant 
to expand. ‘This year, its consumer 
panel will name its choice not for one 
vear ahead but two, to give J&P more 
time to produce more stock. 

The industry gives J&P full count 
for leading the way in merchandising. 
The company itself sees unlimited pros- 
pects ahead. “We've barely touched 
the market,” says Eugene S. Boerner, 
hybridizer and research chief. END 








ONE-STOP 
FREE 
“SHOPPING 


CENTER” 
FOR PLANT 
SITES IN 
7 STATES 


in 2350 communities 
within the heart of 
industrial America: 


INDIANA - MICHIGAN - OHIO 
KENTUCKY WEST VIRGINIA 
VIRGINIA - TENNESSEE 


American Electric’s “shopping 
center’’ furnishes up-to-the- 
minute information on labor, 
raw materials, neighboring in- 
dustries, taxes, water, trans- 
portation, recreation, living 
conditions and all other im- 
portant factors. 


This free service locates the 
prepared site or available 
building with the right com- 
bination of plant-site factors. 


For more information or free 
brochures, ‘“‘Power and Natu- 
ral Resources’”’ and ‘‘Plant Lo- 
cation,”’ write or phone, in full 
confidence, to Mr. Lee L. Davis, 
Vice President, Area Develop- 
ment, Dept. E-401, American 
Electric Power Service Corp., 
2 Broadway, N.Y. 8, N.Y. 


——GaEea— 


AMERICAN ELECTRIC 
POWER SYSTEM 


An Investor-Owned Public Utility 
2 Broadway, New York 8, N.Y.—HA 2-4800 
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FTC Crackdown 


Atty. Gen. Kennedy asks 


FTC to make sure past viola- 
tors are not resuming forbid- 


den practices. 


Paul Rand Dixon, sworn in last week 
as Chairman of the Federal Trade Com- 
mission, has been handed one of the 
biggest projects the FTC has under- 
taken in a long time. The task: to 
make sure that 56 consent decrees and 
court orders in Justice Dept. antitrust 
cases stretching back 20 vears are be- 
ing obeved. 

The assignment came in a letter to 
Dixon from Atty. Gen. Robert F. Ken- 
nedy, who dusted off an obscure clause 
in a 1914 law that provides that the 
Justice Dept. can avail itself of the 
FTC’s services to make sure that for- 
mer antitrust defendants are not back- 
sliding and resuming forbidden _prac- 
tices. 

Kennedy said the clause had been 
used only once (although FTC's rec- 
ords show three such studies conducted 
for the Attorney General). “We have 
found an unused tool,” Kennedy said. 
“We plan to use it.” 

If FTC turns up any violations of 
decrees or court orders, the Justice 
Dept. will seek citations against the of- 
fenders, Kennedy said. 

The inquiry reflects the aim of new 
trustbusters to stiffen antitrust enforce- 
ment (BW—Mar.25’61,p63). Too often, 
assert Democratic critics of antitrust 
enforcement under the Republicans, 
trustbusters won real victories in the 
courts, then ignored former defendants 
as thev quietly resumed forbidden prac- 
tices. 

The investigation by FTC will focus 
on 56 antitrust cases won by the Justice 
Dept. since 1940. Kennedy did not 
specify which cases, but he said they in- 
volved large corporations charged with 
price- fixing, illegal allocation of markets, 
and split-up orders. The list includes 
companies in such industries as textiles, 
stationery, pencils, insurance, oil, news- 
papers, and lead. 

FTC Chmn. Dixon said he “wel- 
comed the inauguration of a new era of 
cooperation’”” between the two trust- 
busting agencies. But he said “a con- 
siderable increase in the staff of the 
Federal Trade Commission certainly is 
needed” to do the job. 

Investigations into price-fixing, col- 
lusion, and other antitrust violations 
are complex, time-consuming, and spe- 
cialized. One FTC staffer says that the 
inquiry may possibly take 12 months. 
And in the meantime, FTC’s own inves- 
tigations would have to be set back. END 
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1. New 2-way radios have 
housings vinyl-coated for 


(a) eye-appeal 
(b) insulation 


(c) long wear 


5 POCO SSOO SOTTO OOSESOSSOOESOSEEEEEESS 


Try this test 
on different uses for plastics 


(You can profit by keeping up-to-date) 


2. Molded of phenolic, 
this projector housing has 


(a) 8 pieces 
(b) 2 pieces 
(c) 5 pieces 


SOHOSHOCEE HOSES OSOSESEEOESESEESEOEES 








3. Heat-sealed ina 
polyethylene bag, this 
N. Y. Times recently 


(a) was mailed to California 


(b) survived a blizzard 


(c) weighed more than 5 lbs. 


COCCOOSSEOHEEEOEEEEEE TOSSES SESE ESOEEE 


ANSWERS 1. (c). Vinyl dispersion coatings take hard usage in taxis, fork lifts, 


construction equipment, where radios are used. 


2. (b). Only 2 pieces include handle, louvers, side — everything but the wiring 


and lens. Phenolic readily molds into intricat 


e patterns and thin sections. 


3. (a) and (c) are correct—a Sunday edition. Heat-sealed in polyethylene film 
5 times faster than previous packaging, it could also have taken (b). 


If you have questions — about plastics and their potential for your business — 
please ask us. We'll be glad to answer on the uses of polyethylenes, epoxies, 
phenolics, styrenes, and vinyls. Just write or call any of 


our offices or write Dept. IJ-19D, Union Carbide Plas 


tics Company, Division of Union Carbide Corporation, 
270 Park Avenue, New York 17, New York. In Canada: 


Union Carbide Canada Limited, Toronto 12. 


UNION 


BAKELITE and Un1on CarBIDE are registered trade marks of Union Carbide Corporation. 
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See 





lhambra’s 
HIGH 
RATE 


on insured savings 





DIVIDENDS PAID 4 TIMES A YEAR 


Get high returns and time-proved 
safety for your savings at First 
Federal of Alhambra—the oldest, 
largest federal savings association 
in one of California’s richest, fast- 
est-growing areas. A perfect 35- 
year record of dividends and safety. 
Each account insured to $10,000 
by U.S. Government agency. Man 
and wife can have up to $30,000 
insured savings. Reserves 80% 
higher than law requires. Resources 
over $85,000,000. Funds placed 
by 10th of month, earn from Ist. 
We pay air mail postage both ways. 











j FIRST FEDERAL SAVINGS of Alhambra b. 
; Dept. l-11 Garfield & Bay State Sts. | 
j Alhambra, California* | 
| Please send Save-by-Mail information to: I 
Name | 
Address 
| City Zone__State___._ | 
| *Or address to: First Federal Savings, Dept. | 
| !11, 152 So. Glendora Ave., West Covina, | 
1 Calif. ' 


FIRST FEDERAL 


SAVINGS jsscciation 


OF ALHAMBRA 





San Gabriel Valley’s Oldest, Largest Federal Savings 
*414% Current Annual Rate 
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Depletion Allowance 


This will be the key issue in Kennedy’s tax package. 
Also on list: treatment of dividends, business expenses. 


“We shall close the loopholes in the 
tax laws by which certain privileged 
groups legally escape their fair share of 
taxation,’ the Democratic platform 
bravely promised last July. 

Pres. Kennedy will soon send a tax 
message to Congress that will begin to 
make good on the promise. 

The platform mentioned some 
specifics: depletion allowances, special 
treatment for those who receive in- 
come from dividends, deductions for 
“extravagant business expenses which 
have reached scandalous proportions.” 

Kennedy is not expected to get down 
to cases regarding all these provisions 
right away, but his message will touch 
off the debate that has been raging in 
Washington with increasing intensity 
for the last five years. 

The loophole closers, originally a 
small band in the Senate, now muster 
somewhere close to a third of the 
Senate membership on some issues. 

They have not, however, closed any 
loopholes. 

They have not even succeeded in 
keeping new ones from being written 
into the law; several appeared in the 
Revenue Act of 1958 and were adopted 
along with the tax reductions in that 
act without serious opposition. 
¢ What’s a Loopho. “Loophole” is 
a word with no exact invaning. 

A widow who hires a baby sitter so 
that she can hold a job is allowed a 
tax deduction denied everyone else. 
So far, no one has attacked this provi- 
sion as a loophole, though it does just 
what every loophole is designed to do. 

The provisions that are attacked as 
loopholes are adopted by Congress with 
the express purpose of easing and 
modifying the impact of the federal 
income tax rates. 

The Revenue Act quickly and simply 
posts the rates. Then it goes on for 
hundreds of pages describing the 
various means by which one group or 
another—with every legal mght—can 
avoid paying at the full rate. These 
are the loopholes. 
¢ Proposals—In his tax message, Ken- 
nedy is expected to ask for liberaliza- 
tion of depreciation allowances for 
example—and depreciation itself is at- 
tacked as a loophole by union labor and 
other critics of business management. 

The special treatment granted capital 
gains is regularly assailed as a major 
loophole. Capital gains are taxed in the 
lower brackets at only half the income 


tax rate and never at more than 25%—a 
benefit that Kennedy will ask Congress 
to withdraw in the case of gains from 
the sale of depreciable property. 
Kennedy may also ask Congress to 
strike from the law the provision allow- 
ing owners of common stocks to deduct 
from taxes a sum equal to +% of their 


dividend income. : 


If, as expected, Kennedy fails to 
recommend a tax deduction for self- 
employed persons with retirement pro- 
grams of their own, another group will 
be aroused: the loophole openers. ‘There 
are many such in Washington, each 
urging some tax change on Congress 
that would be labeled loophole by its 
opponents the day it becomes law. 

But what every loophole watcher is 
waiting to find out is what the Presi- 
dent is going to say about the grand- 
daddy of all—the 27.5% depletion 
allowance allowed the gas and oil in- 
dustry. Or if he says nothing, that’s 
important, too. Either way, his tax 
experts will be asked about oil and gas 
depletion when they come to Congress 
to testify on behalf of the New Fron- 
tier’s first tax package. 





RR meen - 


|. Durable Issue 


Of all the special provisions, the oil 
and gas depletion allowance is the most 
controversial and the most heavily 
charged with political emotions. It is! 
also the most durable. 

The provision has been in the tax law 
in one form or another since 1913, the 
year the income tax amendment to the; 
Constitution became effective. Since 
then, its critics have not been able to 
dislodge or even alter it. The 27.5% 
was arrived at in 1926 in a casual split 
the-difference compromise between the 
House (which favored 25%) and the 
Senate (which favored 30%). 

In the intervening 34 years, the oil 
industry, constantly on the defensive, 
has come to regard 17.5% as an “‘inher- 
ent right,” stemming directly from the 
Constitution. 

Two years ago, the U.S. Supreme 
Court, in the Cannelton Sewer Pipe Co. 
case, allowed itself to say almost as 
much, then pulled back. 

Depletion “is an allowance from in- 
come for the exhaustion of capital as- 
sets,” the court observed. “In addition, 
it is based on the belief that its allow- 
ance encourages’ extensive explora 
tion . . .” If the justices had stopped 
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there, the oil industry would have had a 
most quotable bit of new scripture. But 
the court added: “We are not con- 
cerned with the validity of this theory.” 


ll. The New Critics 


In the Senate, critics of the deple- 
tion allowance have been gaining since 
1957, when only seven voted in favor 
of a roll-call vote on the issue. On the 
same proposal in 1960, 30 favored it. 

Among those voting last year for a 
decrease was John F’. Kennedy, senator 
from Massachusetts, then mentioned as 
a White House possibility. 
¢ Campaign Issue—The Democratic 
platform on which Kennedy later cam- 
paigned called depletion allowances 
“conspicuous loopholes’ and “‘in- 
equitable.” 

The Republicans countered by de- 
fending it—and almost carried oil-con- 
scious Texas in the November election. 

The furor stems in part at least from 
two massive studies of the whole in- 
come tax structure conducted in recent 
years by two committees of Congress— 
one in 1955 by the Joint Economic 
Committee, the other in 1959 by the 
Ways & Means Committee. 

The economists, law professors, ac- 
countants, and tax practitioners who 
were summoned to testify piled up an 
impressive case against loopholes in 
general. Most of them agreed that a 
long as oil’s depletion allowance stand: 
little is likely to be done about a broad 
attack on special forms of tax relief 


lll. Theory and Practice 


There can be no doubt about what 
Congress had in mind when it voted 
depletion into the tax structure. It 
wanted to extend to the oil industry— 
later to all minerals—some special 
means by which the value of oil and 
minerals in the ground would not be 
taxed away as though it were income. 

In the early vears, this special pro- 
tection was thought of as merely a 
special form of depreciation, akin to 
what all taxpayers are allowed to take 
on property used in production. 

This puts the extractive industries in 
a unique position. Other industries 
can recover only the actual cost of the 
assets used in production—$]-million 
if that is what the factory cost. The 
actual cost of developing an oil field or 
a mine might be $500,000, but be- 
cause the value of the deposit can also 
be written off (call it depreciation or 
depletion, the effect is the same), the 
extractive industries can recover from 
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profits sums many times actual “cost 
in the ordinary sense. 

¢ Complications—The practice _ has 
been full of complications. The pur- 
pose is to allow the taxpayer to deduct 
from his gross income a sum of money 
equal to the capitalized value of the oil, 
gas, or mineral deposit that is being 
exhausted—to permit, that is, tax-free 
recovery of the value of the deposit. 

Gross income is taken to be the price 
of the first marketable unit times the 
number of units produced in a vear— 
barrels of oil, tons of coal, or pounds of 
clam shells, as the case might be. The 
market price of the unit obviously con- 
tains an element of capital value, along 
with enough money to cover the cost of 
raising the oil to the well head or coal 
to the mine head. 
¢ Maximum Allowance—With the mar- 
ket price of oil around $3 per bbl. at 
the well head, the maximum depletion 
allowance of 27.5% would allow 82.5¢ 
per bbl. to be set aside from taxable 
income as representing the “capital” 
value of the oil in the ground. 

But back in 1926, Congress added a 
stopper. The statutory rates were to be 
effective only up to 50% of the net in- 
come from the property, and this pro- 
vision is still in the law. Its effect is to 
lower the effective depletion allowance 
for the oil industry as a whole to around 
23%, according to industry records. 

So with oil at $3 per bbl. at the well 
head, the industry would be setting 
aside only 69¢ per bbl. (23% of $3) 
for capital recovery. The debates in 
Congress never seem to ask whether this 
is too high or too low. If pressed, the 
industry would say it is entirely too low. 


IV. Battle of Tax Statistics 


Critics bear down on the low cor- 
poration income taxes paid by some oil 
companies. 

Sen. Paul Douglas (D-Ill.) annually 
reminds the Senate that he has com- 
piled a list of oil companies whose 
income tax payments fall far below the 
current 52% statutory rate applicable 
to corporations. He wants the Senate 
to adopt @ sliding scale of depletion 
allowances that he argues would pro- 
tect the small wildcatter, but bring the 
big companies more into line with 
other corporate tax payers. 

The Treasury Dept. estimates that 
the Douglas proposal would add $400- 
million a year to the oil industry’s taxes. 

Sen. John J. Williams (R-Del.) 
favors a straight reduction in the allow- 
ance; he suggested a cut to 15% a few 
years ago, recently has changed to 20%. 


e Counter—Depletion’s defenders fire 
back tax statistics of their own. 

Rep. Frank Ikard (D-Tex.), a mem- 
ber of the tax writing Ways & Means 
Committee, argues that due to the 
nature of extractive industries, it is 
wrong to relate income taxes paid to 
net income, as Douglas does. And here 
the petroleum industry comes off well. 
Ikard cites Treasury Dept. studies 
showing that petroleum producers have 
been paying at 7.2% on gross income 
while manufacturing corporations pay 
5% and business in general pays 3.9%. 

One group of tax theoreticians, con- 
sisting of an almost equal mixture of 
liberal and conservative economists, 
attacks depletion from another ap- 
proach. 

They object to the basic intent of 
Congress, which is to allow capital 
deductions based on the value of the 
deposit in the ground. 

These economists suggest that the 
economy might be better off to let oil 
face the test of the market; if higher 
prices are not forthcoming, then maybe 
more capital would be drawn into 
studying the fuel cell or some other 
energy source. 

They see wildcatting as an inefficient 
use of capital, sustained at its present 
pace only because persons in the high 
income brackets can take the long 
chances involved and because the 
27.5% depletion allowance lures them. 


V. Embattled Defenders 


To the oil industry and to practically 
everyone living in such oil states as 
Texas, Oklahoma, and Louisiana, this is 
heretical. 

Wildcatting, they affirm, is necessary 
for all the old reasons such as industrial 
needs and national defense, plus some 
new ones connected with the economic 
challenge of Communism. 

Actually, instead of a tax-avoidance 
boom in wildcatting, both dri'ling and 
exploration are in a decline caused by 
the generally depressed state of the 
domestic oil industry. 
¢ Claims—The defenders also have a 
reply to the charge that depletion re- 
sults in exorbitant profits for oil com- 
panies. On a list of 12 major indus- 
tries, petroleum ranks tenth in rate of 
return after taxes, ahead of only food 
and textile mill products. 

Chiefly, the defenders simply say the 
system has worked. By this they mean 
that the special treatment of oil has 
resulted in an expansion of known re- 
serves, despite the astronomical in- 
crease in final consumption over the 
past generation. END 
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CHAIRMAN Herbert D. Vogel is crusading 
against the identical bid policy practiced 
by contestants for TVA’s contracts. 





Bid room at Tennessee Valley Authority's Chattanooga office handlg 





TVA Is Washington's Watchdog, 


In downtown Chattanooga, Tenn., 
1010 Georgia Avenue is physically one 
of the least impressive addresses in 
small-city America. A few yards along 
the block there’s a gas station; opposite, 
a beanery. No. 1010 itself is a squat 
middle-aged office building. But it is 
from here—the purchasing office of the 
Tennessee Valley Authority—that the 
federal government gets its closest in- 
side look at the pricing policies of heavy 
industry. 

In the past few years, TVA has been 
buying anywhere from a little more 
than $120-million to more than $500- 
million of supplies each year. It must 
call for bids from industry for almost 
everything it needs—generators, trans- 
formers, power line cable, steel, ce- 
ment, earthmoving rigs, and thousands 
of other items. TVA plainly gives the 
federal government a major vantage 
point from which to watch over the 
habits of industry. What TVA does 
and how it feels about the bids it re- 
ceives and the prices it pays have an 
important bearing on what industry can 
expect from the federal government. 
¢ Chief Sources—What TVA has done 
lately is all too well known in the 
electrical equipment industry. In the 
agency’s records lay one of the chief 
sources of the Justice Dept.’s case 
against the major electrical equipment 
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manufacturers for antitrust violations. 
As every businessman—and bureau- 
crat and politician—in the country 
knows by now, 29 of these companies 
in February were fined a total of $2- 
million, seven of their executives were 
sentenced to jail for 30 days each, and 
25 similar sentences were suspended. 


|. War on Identical Bids 


Now TVA is pushing a campaign to 

reduce the number of identical bids it 
has received from industry. There is, 
TVA’s chiefs willingly concede, nothing 
inherently illegal-or even unusual— 
about the submission of identical bids 
by its suppliers. But apparently it is 
seeking by a combination of moral 
pressure on its own part and legal 
pressure on the Justice Dept.’s part to 
break down a whole series of industrial 
price lines. 
e Early Campaign—The conspiracy 
charges against the electrical equipment 
makers were themselves, in part, an 
outgrowth of the early stages of TVA’s 
campaign against identical bidding. It 
is virtually impossible to pinpoint the 
date when that case first began to take 
shape. The Justice Dept. for years had 
kept watch on the electrical equipment 
manufacturers. 

TVA, ever since it was established 


in 1933, has been getting identical bids 
on scores of different supplies, elec- 
trical equipment included. But it was 
in the early spring of 1959 that TVA 
Chmn. Herbert D. Vogel, his Mate- 
tials Director (purchasing agent, that 
is) Paul I. Fahey, and*his Information 
Director, Paul L. Evans, became so 
irate about a spate of identical bids 
that had begun four or five years earlier 
and had continued to the accompani- 
ment of rising prices, that they decided 


to make public the lists of bids in all | 


those cases in which a number of the 
bidders submitted identical bids. 

¢ Patten Emerges—In many such 
cases, some bidders did bid lower. And 
as it turned out, it was these cases that 
led to the antitrust suits. 

As Fahey tells the story: “News- 
papers and magazines picked it up, and 
a lot of other people soon became 
interested, too. But as we produced 
the tables of bids over the preceding 
years we found something new. What 
had been a vague idea in the back of 
my mind turned into a much stronger 
suspicion, for a pattern of turn-and- 
turn-about began to show up among 
the manufacturers making the success- 
ful low bids on some kinds of power 
equipment. For one contract, one of 
the companies would make the low bid 
while its competitors all quoted a sin- 
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gle, higher price. On the next similar 
contract another company would make 
the low bid while the others quoted a 
single, higher price. 

“On May 27 that vear, Bill Maher 
William L. Maher, chief of the Mid- 
dle Atlantic office of the Justice Dept.’s 
Antitrust Div., and prosecutor of the 
case against the power equipment 
makers] came to my office and spent 
most of the day telling me what ma- 
terial he wanted from our files. 

“The next day Rand Dixon [Paul 
Rand Dixon, then chief counsel of Sen 
Kefauver’s Senate Antitrust Subcom- 
mittee; now chairman of the Federal 
Trade Commission] came in. He didn’t 
seem to know exactly what he wanted, 
so we gave him copies of everything 
Bill Maher had asked for. . Kefau- 
ver held some hearings in Knoxville 
later. I don’t think these hearings re- 
ally produced much. We gave him the 
tables showing the suspicious patterns 
of low bids, but he didn’t seem much 
interested in them and wanted to con- 
centrate on the identical bids. But the 
hearings did keep the issue stirred up.” 

In any event, by the time Kefauver 
heard TVA’s evidence in September, 
1959, the federal grand jury in Phila- 
delphia had already been at work for 
two months. Prosecutor Maher says: 
“For two years we had been conducting 
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our investigations through the FBI and 
through information in complaints 
made directly to us. These, coupled 
with the TVA’s records, put us in a 
position to go before the grand jury. 
There have been some stories going 
around that we had men planted in 
the companies, and even attending the 
meetings at which the executives de- 
cided how they would split up the 
market themselves. It’s such a good 
story—I’m only sorry it isn’t true.” 

e The Real Issue—It was, of course, 
not identical bidding but the splitting 
up of the market—by agreements on 
which company was to be the low 
bidder for various contracts— that made 
the Justice Dept.’s case against the elec- 
trical equipment makers. 

The court case has had little or no 
effect on the identical bids themselves. 
They still come into TVA’s Materials 
Div. from dozens of different suppliers. 
These are some recent ones: 

Condenser tubing—six equal bids a 
couple of weeks ago at $373,490.72 or 
exactly 0.3173¢ per ft. 

Aluminum cable, steel reinforced— 
five equal bids in February at $55,- 
573.75, or exactly 0.275¢ per ft. 
Last vear, when TVA called for bids 
on another lot of aluminum cable, it 
received five equal bids—and one from 
Kaiser Aluminum & Chemical Co. that 





PURCHASER Paul I. Fahey compiles lists 
of identical bids TVA receives, sends them 
to Justice Dept. at least once a month. 


was slightly under the others. TVA 
called Kaiser to let them know they 
had won the contract with their low 
bid. Kaiser asked permission to raise 
its bid to the level of the five identical 
bids. TVA refused: Kaiser has delivered 
the order at the lower price. 

Says Kaiser: “We quoted TVA the 
published list price for the item. After 
the bid was mailed to [TVA we pub- 
lished a general upward price change. 
The day before bid opening, we sent a 
telegram to TVA changing our bid 
price in accordance with the general 
change. For some reason we cannot 
account for, our telegram did not reach 
TVA until the following afternoon, and 
TVA refused to accept the change.” 

Instrument transformers—three equal 
bids in mid-February at $11,328. 

Suspension insulators—six equal bids 
a couple of months ago at $42,250. 
¢ Catalog Prices—Such a bidding pat- 
tern, say the equipment manufacturers, 
is perfectly natural. The prices quoted 
are catalog or published prices; they 
are for products made to standard speci- 
fications on something approaching a 
mass-production basis. 

Westinghouse Electric Corp., for 
example, prints a catalog of its electri- 
cal apparatus and its prices. The list 
is 500,000 items long. In whole or in 
part this catalog is in the hands of 
some 7,000 of the company’s customers 
all over the country. Any other equip- 
ment maker knows or can easily dis- 
cover exactly what Westinghouse is 
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IM GOING TO CALL 
EVERY FLEET OWNER IN 
TOWN, AND TELL HI AA 
ABOUT FALCON'S 
LOW PRICE.. 
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ALL ABOUT HOW 
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AMERICA'S 
LOWEST-PRICED? 
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Peanuts Characters (C) 1950 United Features Syndicate, Inc. 


Cheer up, Charlie Brown, he probably already owns a fleet of Falcons! 
: After all, it is America’s best-selling compact ... best saving, too! 
Falcon is priced as much as $505* less than other compacts. Yes, you 
read right... $505! Falcon goes up to 30 thrifty miles on one gallon 
of regular gasoline...4,000 miles between oil changes. It helps keep down- 
time costs down, too. Tires, repair bills, and (in most states) even 
licensing and insurance cost less. See your Ford Dealer soon. Like today! 


ForD vivision, Sond Motor Company, 


*Based on similar comparison of deluxe 4-door sedans equipped with radio, heater and automatic transmission 


TBased on a comparison of manufacturers’ suggested retail delivered prices 


THE FLEET CAR THAT SAVES YOU MORE 

















TT Seng GET THE FULL STORY ON FALCON FLEET SAVINGS l 
|_} Send me more 
{ information on how Fleet Sales Manager, Ford Division, P. O. Box 1957, | 
’61 Falcons save Detroit 31, Michigan | 
in fleet operations | 
Name Title | 
| [-] Have a Falcon | 
C 
| Fleet Representative cee | 
| call me for an Address | 
appointment 
| ” City __.Zone____ State | 
“w. 
—_! 
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Lb : 
SIGN tells how TVA awards contract when 
the bidders submit identical prices. 


charging for its electrical equipment 
(including the company’s latest _per- 
centage discounts from list prices). And, 
of course, Westinghouse knows in the 
same way what its competitors are 
charging. 
¢ Shelf Items—It is not the large or 
small price of a piece of equipment 
that makes it a shelf item. That de- 
pends on the way it’s manufactured. 
Large transformers made to standard 
specifications might carry price tags 
high in the tens of thousands of dol- 
lars. They are shelf items. In theory, 
at least, small ones that cost a couple 
of thousand dollars but are made to a 
nonstandard design are special item. 
However, standardized design _ has 
progressed so far in the industry that 
as a rule only the largest kinds of 
equipment—turbines and _— generators, 
for example—are likely to be made to a 
special design. 
¢ Few Slips—The manufacturers ship 
to their customers from many different 
parts of the country, but this doesn’t 
affect the bids they make because they 
themselves absorb the freight costs. 
Says Chester W. Schweers, assistant 
to the president of Allis-Chalmers Mfg. 
Co., “Do you pay less for a pair of 
shoes because you live close to where 
they’re manufactured? They're the 
same price in one city as in another. 
And the same goes for our business.” 
Even on shelf items, why doesn’t a 
bidder slip under the competition’s 
prices, even if only a few dollars un- 
der? Sometimes he does. “But that,” 
savs a Westinghouse man, “is what 
sets off price wars, and in the long run 
these do more harm than good.” 
TVA’s chiefs understand industry's 
position. Nevertheless, at least once a 
month, Fahey and his staff compile the 
identical bids they receive from their 
suppliers and send the information to 
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_.. administered pricing must be used with self-restraint 
or... threatened with government restraint . . . 


the Justice Dept.’s Antitrust Div. And 
in a further move, Pres. Kennedy said 
he would order the Justice Dept. to 
publish the lists of identical bids that 
all federal agencies receive. 

¢ TVA’s Stake—TVA’s share in this 
pressure would be significant. It is the 
nation’s largest single producer of elec- 
tric power (with 63.5-billion kwh. last 
fiscal vear). Generating about one-tenth 
of the power produced in the coun- 
trv, it is also the market for about 
10% of the power equipment sold 
in the U.S. 

Fahey, as purchasing representative 
of so large an enterprise, is a powerful 
man, ““but,’”’ he says, “‘there’s no point 
in sitting around getting mad about 
identical bids.” 

e “Short-Sighted”—Chmn. Vogel is 
more emotional. “Identical bids are 
justified by the industry on the ground 
that they are catalog prices for com- 
mon shelf items. But they represent 
short-sighted business leadership. 

they are monopolistic . . . they make 
up a childish game of follow-the-leader.” 

Still, he concedes that administered 
pricing is here to stav—and, of course, 
TVA prices its power in just that way: 
It figures its average cost and the re- 
turn it must get from its power system, 
then sets its rates. It isn’t guided by 
immediate supply and demand. 

“But,” says Vogel, “administered 
pricing must be used with self-restraint 
and a keen awareness of the public in- 
terest or else it will be threatened with 
government restraint.” 

The real danger, Vogel believes, is 
that meanings can become distorted in 
practices like administered pricing. 
“Actions that are moral and right can 
be supplanted first by those that are 
just within the law, then by those a 
sharp lawyer can defend, and finally by 
those that are immoral and illegal.” 

Is TVA taking the opportunity to 
hack at the recent scars of big busi- 
ness? To an extent it is. “But,” says 
Vogel, “in some areas there have been 
big changes in the last year. Some com- 
petition seems to be returning.” 


ll. Foreign Competition 


Though it may complicate the gov- 
ernment’s case for damages against the 
electrical equipment makers, Vogel 
believes that the dips in prices for trans- 
formers, big generators, and some other 
major pieces of electrical equipment 
can be attributed at least as much to the 
effects of foreign competition as to the 
antitrust convictions. 

TVA made its first big purchases from 
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foreign suppliers in 1959, at just about 
the time the Justice Dept. was starting 
its drive against the electrical equip- 
ment makers. That vear, TVA spent 
$17.9-million overseas—14% of its en- 
tire purchasing budget. 

e Storm Center—The biggest single 
piece of this went for a 500,000 kw. 
turbo-generator from Parsons & Co., 
Ltd., an English heavy-equipment 
maker. Parsons got the contract early 
in 1959 with a $12.1-million bid; Gen- 
eral Electric Co. had sought it for 
$17.5-million and Westinghouse for 
$17.6-million. The bids worked out to 
$24 a kw. from Parsons and $35 a 
kw. from GE and Westinghouse. GE 
and Westinghouse raised a storm of 
protest at the award of the contract 
to Parsons. 

A few weeks after the award was 
made, William S. Ginn, the vice-presi- 
dent in charge of GE’s turbine divi- 
sion, who was jailed for his part in the 
electrical equipment makers’ conspiracy 
and who late last month quit GE, 
called at Vogel’s office in TVA’s head- 
quarters in Knoxville, Tenn. 

Savs Vogel: “I thought he had come 
to make more protests. But when he 
came into my office he said ‘I want to 
thank vou for what vou’ve done. I 
have been telling our top management 
for vears that we have to make a lot of 
changes if we want to keep our division 
in shape. They may have listened to 
us, but they haven’t done anything 
about it. Now that they've realized 
we're not going to get this contract, 
thev’ve been on the telephone to me 
wanting to know what must be done 
to make the division competitive. I 
think there’s a good chance we'll get 
what we want.’ 

“Nothing,” says Vogel, “has shaken 
up the industry as much as the sudden 
emergence of strong foreign competi- 
tion.” 

Ginn, having served his jail sentence 
and quit GE, could not be reached 
this week by BUSINESs WEEK to confirm 
Vogel’s statements about their meet- 
ing. 

At General Electric, Ralph Donnelly, 
marketing manager of GE’s large steam 
turbine department, says: “Our ‘effec- 
tiveness program’ which had been in 
operation sometime beforehand was 
accelerated by TVA placing its order 
with Parsons, but the program certainly 
wasn’t initiated by that order.” 

Westinghouse announced in July, 
1959, a $25-million expansion and 
modernization of its turbine and gen- 
erator plants. “But,” says the company, 
“we recognized foreign competition 
long before that. Some parts of the 
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End-product development 
at Enjay means more 


profits to you! 


At the Enjay laboratories, there is a ratio 
of one technical lab man for every field 
salesman. Specialists carefully search for 
the answers to manufacturers’ product 
problems by employing the latest com- 
mercial and scientific equipment: 


FOR BUTYL RUBBER; mills, mixers and 
vulcanizing machinery permit com- 
pounding and processing of this ver- 
satile man-made polymer. 


FOR PLASTICS; Enjay has injection and 
compression molding equipment, ex- 
truders, water bath and chill roll film 
machinery. 


FOR CHEMICALS; modern laboratory 
facilities are put to use for measur- 
ing, analyzing, and duplicating con- 
ditions of product performance. 


FOR ADDITIVES: huge diesel and gaso- 
line engines are continuously in 
operation to evaluate and test fuels 
and lubricants. 


A separate group of experienced person- 
nel are available to discuss new products 
in the market development stage. In 
addition, convenient coast-to-coast dis- 
tribution points provide customers with 
prompt delivery. Eleven Enjay sales of- 
fices offer immediate handling of orders 
and request for technical assistance. 
Whenever you do business with Enjay, 
you are assured of expert service backed 
by one of the world’s largest petroleum 
research organizations. 


ENJAY CHEMICAL COMPANY 


A DIVISION OF HUMBLE O!L & REFINING COMPANY 
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a Company character. 





The founders of Mutual Benefit-Life recognized 
that they were pioneers. They first gathered the best 
possible information and facts. Then they established 
their own plan of operation according to their judg- 
ment of what was right for a cooperative undertaking. 
The good of the policyholders has always been the 
strongest influence in Company decisions. This 
purpose has dominated the Company’s development 
and has been the controlling factor in establishing 


Benefit is our middle name 


MUTUAL BENEFIT LIFE 


INSURANCE COMPANY OF NEWARK, NEW JERSEY - SINCE 1845 














Alert buyers now save 40% to 70% 


Cost-conscious management is learning 
that replacement of old-fashioned gloves 
with modern coated gloves effects sub- 
stantial savings. Besides wearing longer, 
the coated glove designed to fit the job 
application often costs less. 


Industry’s own tests show that 40% 
to 70% cost savings are typical where 
Edmont job-fitted gloves replace older 
types. If you have not checked your 
company’s yearly expenditure for work 
gloves, the cost-saving that you can 
make will astonish you. 
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Free Offer to Employers: We make 
more than 50 types of job-fitted gloves 
to fit job needs. Tell us your operation. 
Without cost, we will recommend correct 
gloves and supply samples for on-the-job 
comparison test. Edmont Inc., 1220 Wal- 
nut Street, Coshocton, Ohio. In Canada, 
write Edmont Canada Ltd., Cowansville, 
Quebec. 
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program had been planned five years 
before and other parts had _ been 
planned at least a year before.” 

Allis-Chalmers’ record of capital 
spending reflects no sudden splurge of 
investment in heavy equipment facili- 
ties directly after TVA’s contract with 
Parsons. 
¢ Price Dip—Since that contract, do- 
mestic producers’ prices for turbo-gen- 
erators have dipped drastically, at least 
on a cost per kw. basis. GE’s and 
Westinghouse’s unsuccessful bids for 
the early-1959 TVA contract ran to 
$35 a kw. of capacity. Later in 1959 
GE bid—and got the contract—for two 
650,000 kw. turbo-generators for TVA 
at a rate of $25 a kw. Late last year, 
GE again bid successfully for a TVA 
contract for two 900,000 kw. turbo- 
generators at a rate of about $19 a kw. 
—45% below the comparable rate less 
than two years before. 

When TVA accepted this latest GE 
bid, Vogel praised the company for “‘its 
advanced engineering and its price-con- 
scious policy.” GE itself says it was 
able to bring the price down so sharply 
because (1) it has made big strides in 
technology in the last few years, (2) 
TVA’s order for two such turbo-gen- 
erators enables GE to spread the cost 
of engineering over two units instead of 
one, and (3) it was able to negotiate 
with TVA a delivery schedule that 
enables GE to fit production into its 
already scheduled work, thus cutting 
costs further. 

TVA’s files show declining prices of 
other kinds of electrical equipment and 
similar drops show up in the Bureau of 
Labor Statistics’ figures. Oil circuit 
breaker prices, for example, dropped 
more than 25% in 18 months. 
¢ Foreign Purchases—Last fiscal year, 
TVA’s purchases from overseas were 
well below 1959’s peak, but at $12.5- 
million worth they were still higher 
than any other year but 1959. 

In the past two years, TVA has 
bought steam turbo-generators from 
Switzerland; hydro-generators from Aus- 
tria, Sweden, and Switzerland; trans- 
formers from Austria, England, France, 
Italy, Sweden, and Switzerland; as well 
as letting contracts to Parsons of Eng- 
land and Mitsubishi of Japan. 

Its influence as a buyer of foreign 
products runs beyond its own position 
as a market for power equipment. 
Private power companies, for all their 
philosophical dislike of TVA, watch 
its moves closely and at least some of 
them often follow its purchasing habits. 
Both before and after TVA started 
buying heavily abroad, some private 
power companies went overseas for mil- 
lions of dollars worth of equipment. 
¢ Benchmark—On this whole issue of 
pricing, TVA’s words have about them 
something of the ring of what’s for- 
mally known as “48 Stat. 58”—the 
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How C-E squeezes 


more work out of 
Steel mill 
waste heat 


Heat energy released in open hearth furnaces helps make 
more than 80 per cent of America’s steel. In the process, 
much unused heat is discharged in the form of very hot 
gas from the open hearth exhaust. 

Many kinds of waste heat boilers have been applied to 
the outlets of open hearths but their primary function has 
not been the efficient use of this excess heat energy. Rather, 
it has been their purpose to reduce the exhaust temperature 
so that the gas could be effectively cleaned in dust collectors 
prior to its discharge to atmosphere. 

Combustion Engineering, experienced in the use of all 
kinds of marginal fuels and waste heat, and realizing the 
potential worth of open hearth gas as a power source, de- 
signed its Waste Heat Controlled Circulation Boiler—a truly 
efficient unit which makes maximum use of the tremendous 
energy in this gas. 

Utilizing C-E’s Controlled Circulation principle, this 
boiler will produce greater quantities of steam frem a given 
volume of gas—and at more efficient working pressures and 


COMBUSTION ENGINEERING KS 


temperatures. It will handle this highly corrosive exhaust 
routinely, and with minimum maintenance. 

It can be tailored to fit difficult space conditions. In short, 
it is a dependable and efficient source of low cost power 
which, in the process of doing more work, effectively cools 
the gas so that it may be cleaned. 

Squeezing more work out of waste is a finely developed 
art at C-E. No matter its source, Combustion believes there 
is no such thing as waste heat—only wasted heat. 


A C-E Controlled Circula- 
tion Waste Heat Boiler, 
Type WCC, being shipped 
to a major midwestern 
steel mill. One of a number 
installed at this mill, it uti- 
tizes the heat energy in 
open hearth exhaust gas 
to provide dependable, low 
cost steam power. 


GENERAL OFFICES: Windsor, Conn. 
NEW YORK OFFICES: 200 Madison Avenue, New York 16 


All types of Steam Generating, Fue! Burning and related equipment; Nuclear Reactors; Paper Mill equipment; Pulverizers; Flash Drying Systems; Pressure Vessels; Soil Pipe 








TAX 
EXEMPT 
BONDS 


A better net return 


on your investment? 


Under today’s high federal 
tax rates more and more in- 
vestors are turning to tradi- 
tionally safe and conservative 
tax-exempt bonds. The income 
advantage can be substantial. 
Take the case of the individual 
investor in the $20,000 taxable 
income bracket. His net re- 
turn is greater from tax-exempt 
bonds yielding 34% per cent 
than from taxable securities 
yielding 734 per cent! 

If net income is important 
to you, then it may pay you 
to look at our chart showing 
the value of tax-exemption in 
your particular income brack- 
et. We’ll send it to you, to- 
gether with our booklet “The 
Investment Merits of Selected 
Tax-Exempt Bonds,” without 
cost or obligation. 

Just ask for booklet BJ-41. 
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TVA Act of 1933. In that act the 
implication was clear that one of TVA’s 
purposes was to set a benchmark for 
power costs—and that, in turn, implied 
a benchmark for power rates. 

Almost 30 years later the question 
seems to be: Is TVA setting out to 
establish a benchmark for electrical 
equipment prices? 

“Of course we're not,” says Vogel. 
“We couldn’t try to establish the prices 
our suppliers charge because we’re not 
in their businesses. But we are deter- 
mined to do all that’s necessary to 
change the effects their pricing policies 
have had on us.” 

He believes that administered prices 
are here to stay. But he feels that as 
long as there’s competition from pro- 


U.S. Eyes Super-Jet 


Kennedy asks Congress 
Britain and Russia to develop 


The Kennedy Administration wants 
to plunge the U.S. into the race for 
a supersonic jet airliner capable of 
spanning the continent in two hours 
and of shrinking travel time between 
the world’s major cities by two-thirds. 

The President, as part of his budget 
proposals for the new fiscal year, has 
asked Congress to authorize $10-mil- 
lion as a starter toward development 
of the 2,000-mph. passenger plane. 
The eventual cost of producing a pro- 
totype probably will run as high as a 
half-billion dollars. Target date for 
putting the first of the planes into the 
air: 1968 or 1970. 
¢ Others in Race—The British already 
have awarded a contract for design 
studies on a supersonic transport, and 
the Russians have indicated they in- 
tend to build one. There is no doubt 
among U.S. officials that thé Soviet 
Union has the technical ability to 
succeed. 

The U.S. may not be the first na- 
tion to produce the futuristic airliner. 
It hopes, however, to be the first to 
turn out an economically competitive 
model as safe and reliable as today’s 
jets and capable of operating at com- 
parable costs. 

If the initial $10-million expenditure 
is approved by Congress, the Federal 
Aviation Agency will award contracts 
to major airframe and engine com- 
panies to compete in turning out pre- 
liminary design concepts. The airliner 
will require major new advances in aero- 
nautical engineering. 

The four American manufacturers of 
commercial airliners—Douglas, Boeing, 
Lockheed, and Convair—already have 
done considerable advance research on 
supersonic transports. But a major mili- 
tary plane builder, North American 





ducers here or abroad, and as long as 
somebody with a powerful enough 
voice keeps watch on the bidding pat- 
terns of industry, there will be a lot 


more self-restraint among manufac- 
turers than was the case-a couple of 
years ago. 

e Pressure Grows—At the same time, 
the legal pressures on manufacturers 
are getting more insistent. A few weeks 
ago, another federal grand jury began 
meeting in Philadelphia. It has been 
called to consider, among other things, 
evidence on the pricing habits of the 
makers of steel-reinforced aluminum 
cable—the kind of cable used in power 
transmission lines. And TVA will be 
opening bids on about $4-million worth 
of such cable early this month. 


Airliner 


for funds to enter race with 
supersonic passenger plane. 


Aviation, also is very much in the pic- 
ture because it is building the B70 su- 
personic bomber, a prototype of which 
is supposed to fly late next year. 

¢ Ailing Industry—The Kennedy Ad- 
ministration’s request for funds reflects 
recognition of the fact that the air- 
craft industry is in no position to pro- 
duce the new airliner on its own. Al- 
though it developed and manufactured 
the commercial subsonic jets without 
direct government aid, the industry is 
in the midst of a critical period of 
technological transition; despite an al- 
most constant level of total sales, its 
profits have sagged sharply in the past 
three years. . 

It has been beset by mounting com- 
petition, heavy research costs, write-offs 
of subsonic jet programs, the end of 
volume jet production, and cutbacks 
in military plane orders with the advent 
of the missile and space age. 

Government experts have concluded 
that the industry could not raise the 
$500-million required for development 
of the supersonic transport from in- 
ternal sources. Moreover, prospects of 
raising the funds from investors ap- 
pear doubtful in view of recent meager 
earnings and future uncertainty. 
¢ Big Tab—Supersonic jets are ex- 
pected to carry a price tag of about 
$18-million, three times that of the 
Douglas DC-8 or Boeing 707. Whether 
U.S. airlines will be in a position to 
pay such a price when they begin roll- 
ing off the production line remains to 
be seen. These high costs, however, 
may provide an impetus to the profit- 
able and growing aircraft leasing busi- 
ness. In any case, only a limited num- 
ber of airlines could use the super-jets 
—those operating transcontinental or 
transoceanic flights. END 
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The British economy is expanding again, after seeming to be on the 
edge of recession for several months. 


So far the business upturn in Britain is moderate. But it has gone far 
enough to turn government attention from plans for stimulating the economy 
to thoughts of restraint. Another domestic boom such as that of 1959-60 
could only be at the expense of exports. 


The turnaround in Britain has caught many economists and businessmen 
by surprise. Here’s the story: 


Last fall some top British economists saw definite indications that a 
recession was on the way. Auto exports to the U.S. had just collapsed, 
and production of household appliances was far outrunning domestic demand. 
There was a sharp increase in unemployment and in three- or four-day work 
weeks. By the end of the year, in fact, there was widespread fear of a sharp 
inventory reduction (stockpiling had been abnormally large in 1960) and of 
a fairly serious recession. 


In January, though, things took a turn for the better. The government 
eased installment credit terms and let the word get out that it was con- 
sidering other moves toward easy money. Consumer spending soon increased 
—because of winter wage hikes as well as the easier credit terms. This 
lifted car and appliance sales out of the trough. Unemployment then began 
to drop rapidly. Business spending on plant and equipment did not 
weaken as had been feared. Capital outlay now is rising so fast—it’s 
expected to be up 30% this year—that it should offset any downturn in 
inventories. 


Even the British export picture has brightened considerably. 


Foreign sales were sliding last summer and early fall. This caused 
alarm, especially since imports were high throughout the year. 


By the fourth quarter, however, exports picked up again. Now they 
are expected to increase gradually over the rest of this year. Imports, 
meanwhile, have passed their peak and started to decline. This suggests 
that Britain will have a considerably smaller trade deficit than last year. 


Despite this favorable turn in the trade outlook, Britain. could still 
run into a currency crisis this year. On its over-all payments the country 
will run a heavy deficit. 


Certainly, the trade gap won’t be covered this year, as it was last, by 
a big inflow of short-term capital. For the year as a whole, the net move- 
ment of money is likely to be away from London, and that will put sterling 
under pressure. : 


In Japan, officials and bankers are uneasy over the recent, steady rise 
in consumer prices. It has come after a decade of relative price stability. 


The upward movement began last year when the government’s con- 
sumer price index rose 4% over the 1959 figure. That caused concern 
because the Japanese remember all too clearly their disastrous prewar 
and early postwar inflations. 


The government’s financial program seems to be contributing to the 
trend of rising prices. The program is stimulating private consumption and 
expanding public investment. 
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The Socialist opposition in Japan is turning the threat of inflation into 
a powerful political issue, adding it to the party’s pressure for trade with 
Communist China. If the price trend speeds up, as some Japanese business- 
men fear, Prime Minister Hayato Ikeda may face a political crisis by fall. 


Venezuela’s new finance minister, Andres Otero, has taken over the 
delicate problem of putting the nation’s fiscal house in order and restoring 
business confidence. Outgoing minister Tomas Carrillo Batalla was unable 
to impose budgetary control over the country’s undisciplined administrative 
machinery or to cut back the growing bureaucracy. 


Otero has to accomplish these things while still carrying out Carrillo’s 
economic development program (BW—Dec.17’60,p99). This program calls 
for public works projects to stimulate the economy. Until the results show 
up, investors will continue to be wary of Venezuela. 


In one respect, Otero is in a stronger position than Carrillo was. 
Exchange controls have brought Venezuelan reserves up from a low of $576- 
million last October to $706-million last month. 


Venezuela’s tireless military conspirators could take advantage of the 
ministerial changeover and discontent over exchange controls to stir up 
trouble. But Pres. Betancourt seems to have things well in hand, and con- 
spirators are given little chance of success. The country’s leftists have been 
lying low since the government crackdown after last fall’s riots. 


There are serious doubts this week in Algiers and Paris whether 
anything much will come out of the Apr. 7 meeting between representatives 
of France and the Algerian Nationalists (FLN). The meeting is to be held in 
Evian, in the French Alps. 


In the pre-meeting maneuvering, you could expect some dashes of 
cold water from both sides, as each seeks to strengthen its bargaining 
position. Many observers, however, are bothered by private indications 
that neither side will be willing to bend from its predetermined position. 


In Algiers, French civilian and military leaders reject the idea that the 
Evian meeting is the first step toward an independent Algeria. They refuse 
to believe that Paris will make major concessions to the FLN at Evian. 


Pessimism among Paris observers is based on reports that the French 
government will demand that a military cease-fire be the first order of 
business at the meeting. It’s doubtful that the FLN, which has insisted that 
political talks come first, will accept. This impasse could lead to a breakup 
of the meeting. 


The FLN is showing new signs of mistrust. Its leaders are annoyed with 
the French desire to hold parallel talks with other Algerian political groups. 
The FLN insists it is the only force capable of representing the Algerian 
people. 

FLN leaders, wary of such French maneuvers, are building up as much 
negotiating power as possible. A top FLN minister is on his way to Prague 
and Moscow, supposedly to sign an economic agreement. In reality, he’s 
threatening to turn the FLN toward the Communist bloc unless. it gets 


what it wants at Evian. 
Contents copyrighted under the general copyright on the Apr. 1, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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“PVE GOT THE BEST-LOOKING, BEST- 
RUNNING, BEST-SERVICED, AND 
BEST-DELIVERING TRUCKS | 

IN TOWN YET | DON’T SPEND | 
7 MINUTES A WEEK ON THEM. 
THE PEOPLE OVER AT HERTZ 
TAKE CARE OF 
EVERYTHING... 
EVERYTHING!” 




















fhat’s right! Businessmen who lease their trucks from Hertz 
upply the driver—that’s all! Hertz takes care of every- 
hing else from garaging, insurance, gasoline, maintenance, 
nd on-the-road emergency road service down to the last 
iministrative detail. The cost: just one easy-to-budget 
heck per week. And the result: complete freedom from 
ime-consuming truck maintenance problems! 






alk to your nearest Hertz sales engineer. Find out how Hertz 

ck Leasing improves your capital position. Hertz pays 
ksh for your present trucks. Or your own trucks can be re- 
bnditioned and leased back. Discover how flexible Hertz 
ck Leasing is. Trucks are custom-engineered, for example, 
















to suit your business needs. Call your local Hertz Truck 
Lease office soon. Or, write for booklet —“‘How to Get Out 
of The Truck Business’ —to Hertz Truck LEASE, 660 
Madison Ave., New York 21, N. Y., Dept. A-41, 


no investment...no upkeep 


LEASE J HERTZ | TRUCKS 


HERTZ ALSO RENTS TRUCKS BY THE HOUR, DAY, OR WEEK 
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Bendix radar beacons enable B-58 (left), world’s first supersonic bomber, to rendezvous day or night with KC-135 
jet tanker. This aerial refueling makes it possible for the B-58 to reach any target in the world and return. 


HOW BENDIX HELPS EXTEND B-58’s GLOBAL STRIKING POWER 


Radar beacons developed by our 
Bendix-Pacifiec Division are enabling 
the world’s first supersonic bomber— 
the B-58 ‘“‘Hustler’’—to reach any 
target on the globe and return. 

The Bendix radar beacons permit 
the B-58 “Hustler” to rendezvous 
with its jet tanker day or night... 
giving the ‘“‘Hustler’” a virtually un- 
limited range. Combined with a 
record-breaking speed of better than 
1300 miles per hour, this added range 
makes the B-58 unmatched by any 
bomber in the world. 

Developed under contracts to 
Convair Division of General Dynamics 
and Boeing, the Bendix-Pacific radar 
beacons are installed in the B-58 and 


in the KC-135 jet tanker. By receiving 
appropriate radar signals and trans- 
mitting a proper reply, the beacons 
enable the two planes to pinpoint each 
other’s position in the outer reaches of 
the sky. 

These coded replies provide range 
and bearing information to the plane 
commanders when displayed on the 
radar screens. The pilots then set their 
courses to the refueling rendezvous. 
Thus pilots can overcome the prob- 
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lems posed by “space myopia’’—the 
difficulty of judging distance with the 
eyes at high altitudes, where there is 
only space on which to focus. 

The operational speed and altitude 
of the B-58 require the use of special 
aids for automatic control. Providing 
such aid is a revolutionary Bendix 
control system, which literally thinks 
ahead of the pilot, preventing him 
from any maneuver that—at the 
B-58’s fantastic speed —could instantly 
destroy it. 

This automatic control system, 
developed by the Eclipse-Pioneer 
Division of Bendix, includes the 
hydraulic control system supplied by 
our Bendix-Pacific Division. 


A THOUSAND DIVERSIFIED PRODUCTS SERVING THESE FIELDS: 
automotive + electronics + missiles & space + aviation + nucleonics + computer + machine tools + sonar + marine 
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THE MARKETS 





Tug of War 


Increase in volume of new 
offerings puts buyers back on 
top after winter sellers’ market 
pushed yields down. 


The V-shaped pattern of yields in 
the municipal bond market this year 
points up the wigorous tug of war be- 
tween buyers and sellers (chart). 

In late January and February, the 
sellers were in control, and could bor- 
row cheaply. Dealers and underwriters 
took advantage of a relatively light cal- 
endar of new offerings and the general 
rise in money to advance prices to the 
point where municipal yields—as meas- 
ured by the Bond Buyer’s index—hit a 
two-year low of 3.26%. 

Then a buyer’s strike set in. The 
chief buyers of tax-exempts—casualty 
insurance companies and banks that 
buy for their own account as well as for 
individual trust accounts—sat on the 
sidelines in an attempt to push prices 
down and yields up. Thanks to a big 
increase in the volume of new offerings, 
their tactics paid off. In a few weeks, 
yields have jumped to 3.51%. 
¢ Insurance Buying—Yields and prices 
are now at a level where buyers are 
once again attracted. This week, cas- 
ualty insurance companies were back 
in the market as substantial buyers, and 
banks were hunting for middle-matu- 
rity issues. 

However, two other factors in the 
municipal market, large individual in- 
vestors and life insurance companies 
—-which have entered the municipal 
market since the changed insurance tax 
law in 1959—have yet to resume sub- 
stantial buying. They are principally 
“high-yield” buyers, and even the mar- 
ket turnabout has failed to bring yields 
up to the 4% or better that they 
seek. 

Moreover, a visible supply of about 
$600-million in new issues 1s hovering 
over the market in the next 30 days. 
Dealers’ shelves are still overstocked— 
to the tune of $424-million worth. 

All this indicates that buyers still 
hold the upper hand. 
¢ Independent—It’s not unusual for 
tax-exempts to act up a bit independ- 
ently of the government and corporate 
end of the bond market. To the buver 
of municipals, the tax-exempt feature is 
usually stronger bait than pure interest 
rates. Generally, though, the municipal 
market doesn’t stray too far awav from 
the general tone set by government 
vields. It’s this that sets apart the new 
turn in the municipal market—for mu- 
nicipal yields have climbed despite sta- 
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ble, or slightly lower, government bond 
yields, brought about by the Federal 
Reserve’s intervention in the long-term 
end of the government market. 

This contrary movement has a num- 
ber of implications. For one thing, it 
makes it probable that municipal yields 
will rise even more sharply if business 
turns up with any force—and the Fed 
moves in to tighten credit. Investors 
would again stop buying to wait for a 
further rise in yields. 

This does not mean that Wall Street 
is looking for any such collapse in the 
municipal market, as the 1958 debacle, 
when the government bond market fell 
out of bed. The present decline in 
municipal bond prices has been caused 
chiefly by heavy supply, not by a new 
turn in monetary policy. When inves- 
tors wouldn’t buy, dealers had to get rid 
of large inventories to smooth the way 
for new offerings. They cut prices in the 
secondary market and on new issues to 
move the bonds; and, as long as the 
volume of offerings stays high, buyers 
will keep the pressure on. 
¢ Clean Shelves—It was a lack of this 
heavy pressure from new offerings that 
enabled dealers to pull the market up 
by the boot straps earlier this year. 
Syndicates consistently anticipated a 


rising market in bidding on new issues, 
and they continuously bought new 
offerings at prices higher than prevail- 
ing market prices. As interest rates 
declined through the year, the re- 
ception toward these new offerings 
grew more sticky, but dealers still were 
able to keep fairly clean shelves. 

The supply picture changed in the 
past few months. Scores of municipali- 
ties began to come to market for some 
of the funds that had been authorized 
by voters last November, when a record 
number of issues were approved. In 
addition, some big issuers moved in to 
take advantage of lower borrowing 
costs. For instance, the state of 
California, the nation’s biggest munici- 
pal borrower, dropped word that it 
would borrow $190-million in April— 
far more than dealers originally ex- 
pected. 

At the same time, inventories in 
dealers’ hands began to mount faster 
than older bonds could be moved out 
by forward pricing of new issues. It’s 
a rule-of-thumb in the industry that 
when inventory totals are well over 
$300-million, dealers usually cut prices 
to move bonds off the shelves. This 
time, however, dealers were reluctant 
to do so. Thev looked for Administra- 
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MEN, MONEY 
AND MOTIVATION 


Executive Compensation As 
An Instrument of Leadership 


McKinsey & Company's Arch Patton, one of 
the nation’s top authorities on compensation 
administration explores various aspects of 
financial motivation at the executive level. 
Here is a success-proved approach to execu- 
tive effectiveness that covers salaries and 
bonuses, developing and pricing the com- 
pensation structure, promotion, fringe bene- 
fits, performance appraisal, and other vital 
areas of top-level motivation and leadership. 
233 pp., $7.50 


MANAGING AMERICA’S 
ECONOMIC EXPLOSION 


Provides new insight into the vital chal- 
lenges and opportunities facing the Ameri- 
can economy today. Twenty-two business 
experts discuss management's responsibili- 


ties in solving problems of growth 

point out how individual companies can 
benefit from economic expansion. Topics 
ringe from inflation and productivity, prod- 
uct-line planning, and marketing abroad... 
to financing corporate growth, collective 
bargaining, and economic coexistence. Ma- 


terial is drawn from Harvard's 30th Annual 
Business Conference. Edited by Dan H. 
Fenn, Jr., Editor, Harvard Business School 
Bulletin, 269 pp., $6.00 
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tion moves to force down long-term 
interest rates to bring on even higher 
prices. 

e Weak Reaction to Fed — They 
guessed wrong. By early March, inven- 
tories were running close to $500-mil- 
lion. When the Fed’s Open Market 
Committee began to make sizable pur- 
chases of long-term governments, it 
failed to create even a ripple of higher 
price action in municipals. On _ the 
contrary, prices began to decline—and 
have been doing so all month. 

Some underwriters think the present 
price levels can now be maintained, de- 
spite the heavy supply overhanging the 
market. They tend to push the threat 
of tighter money and still higher vields 
into the background because they in- 
sist there have been no clear signs of 
a strong business upturn. 

From a_ technical view, they also 
point out that many of the issues over- 
hanging the market are large ones— 
which have a better chance of being 
priced cheaply to sell quickly, since 
underwriters don’t want to risk adding 
a big issue to their shelves. With 
smaller offerings, there’s a temptation 
to bid higher. 

Finally, there’s a belief that a num- 
ber of municipalities that have made 


preliminary plans to market bonds may 
postpone their offerings now that yields 
have risen. So far, there have been no 
significant postponements, but a New 
York State Housing Authority issue has 
been pruned to $50-million from $100- 
million. 

e Urgency—This reasoning doesn’t sit 
well with most dealers. For one thing, 
municipalities are less sensitive to mar- 
ket conditions than, say, corporations 
looking for new capital. Except in 
the case of revenue bonds, where in- 
terest costs are important, most state 
and municipal offerings come to mar- 
ket in spite of high rates. So supply is 
likely to be a problem all year. All told, 
underwriters reckon that approximately 
$7.5-billion in municipal bonds _ will 
be offered this vear—close to the all- 
time record. 

Demand, then, is likely to be the 
swing factor this vear—and how strong 
demand is depends on how vigorous 
the business upturn is. If it is strong, 
corporations will not have idle funds 
to put into tax-exempts. Similarly, 
banks will be busier with loan demand 
and their own municipal purchases will 
taper off. This is likely to set off a new 
upward spiral in vields as fewer buyers 
bid for the available supply. 


Canada’s Secret Uranium Deal 


Moribund producers see new lease on life in hitherto 


unrevealed contract to sell ore to Britain. 


Canada’s foundering uranium _pro- 
ducers have been thrown what looks like 
a welcome, but leaky, life-jacket. 

The government-owned Eldorado 
Mining & Refining Ltd., Canada’s sole 
marketing agencv for uranium, has dis- 
closed the existence of a hitherto secret 
contract under which Great Britain is 
pledged to buy 24-million Ib. of 
uranium ore between March, 1963, and 
December, 1966. Prime Minister Dief- 
enbaker told Parliament this week the 
contract was not actually firm, that only 
letters of intent were signed. But 
Eldorado officials insist it is firm. 

The contract is worth roughly $220- 
million, and if deliveries are stretched 
out to 1970—as seems likely, since Great 
Britain is reluctant to buy uranium ore 
now—it could add at least three years 
of life to the big mines, which are now 
slated to go out of business by 1966 
(BW—Mar.12’60,p177). 

Indications are that the Canadian 
government will split the contract 
among Eldorado, which is also a large 
producer in its own right, and the other 
big Canadian mines. 
¢ Civilian Demand—The new contract 
mav merely be postponing the inevit- 
able, unless civilian demand is there 
by 1970 to take up the slack. 


This is why Canadian stockbrokers 
have more or less shrugged off the news. 
Uranium shares, which had been sharply 
depressed, have risen abit this year, in 
anticipation of better earnings reports 
for the few remaining producers. But 
brokers don’t regard the new contract 
as meaning all is well again. ‘They were 
burned once before when the market 
for uranium ore virtually disappeared, 
and they aren’t rushing in now merely 
because the industry has been given a 
few more years in which to find new 
solutions. 

The Eldorado contract was signed 
Mar. 29, 1957. But until last week it 
was kept under wraps by two govern- 
ment administrations and the crown 
corporation. Its existence was revealed 
in rather routine fashion last week be- 
fore a House of Commons’ special com- 
mittee on research. 
¢ Indignation—It touched off a burst 
of indignation in the press and else- 
where. W. M. Gilchrist, Eldorado's 
president, says the news was withheld 
until the government could see what 
shape the uranium industry would be 
in after 1963. Gilchrist adds that EI- 
dorado, in 1957, didn’t want to do any- 
thing to increase the number of uneco- 
nomic uranium producers. END 
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Wall St. Talks .. . 


.. . about Allstate Insur- 
ance, SEC chairman, slack in 
secondary offerings made off 
exchange floor, textile shares. 


Charles H. Kellstadt, chairman of 
Sears, Roebuck, is quick to deny rumors 
that the company is considering spin- 
ning off Allstate Insurance Co., Sears’ 
biggest subsidiary. 


Betting that the French economy will 
gain fresh impetus from a peaceful set- 
tlement of the Algerian crisis, Energy 
Fund has purchased blocks of stock in 
Sogerap, the big oil company, and 
Pechiney, a dominating factor in French 
chemicals and aluminum. The “no- 
load” mutual fund also has invested in 
other European securities, as well, over 
the past quarter. 


William L. Carey, 50-year-old former 
law professor at Columbia University 
who was confirmed as head of the Secur- 
ities & Exchange Commission _ this 
week, has said he will dispose of some 
mutual fund shares he holds, but will 
not dispose of his other securities. This 
may indicate that one of Carey’s first 
tasks will be to speed up the SEC study 
on mutual funds and their operations, 
with an eve to making some changes in 
the present rules governing mutual 
funds. Former Sen. J. Allen Frear, Jr., 
who has also joined the SEC, says he 
will dispose of all his securities. 


Underwriters note a slackening in 
secondary offerings made off the floor of 
the exchange. Part of the reason may 
be that institutional investors have de- 
cided to sit with their holdings, but 
underwriters also believe that institu- 
tions have taken advantage of heavy 
trading volume to sell large blocks di- 
rectly on the floor. This way they can 
prune some of their holdings without 
tipping their hand on which stocks they 
are selling. 


Textile earnings may be down, but 
textile share prices have been moving 
up. Cone Mills, for example, hit a new 
high of 15%. Brokers attribute this ap- 
parent contradiction to the search for 
bargains in a high-priced market, but 
textile analysts think the industry won’t 
turn up enough this year to make the 
bargain hunting profitable. 


Chance Vought Corp. and Ling- 
Temco Electronics look closer to set- 
tling their dispute. The settlement 
could put James Ling in as chairman of 
a merged operation. 
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The unbroken ash on a cigarette left on a 
fully operating IMPACTER illustrates per- 
fectly the fundamental law of physics on 
which this revolutionary machine is based: 
“When two inelastic bodies of equal mass, 
traveling toward each other at like speeds, 
collide, both bodies come to rest with complete 
absorption of energy.” It has made possible 
the mass production of drop forgings in one 
uninterrupted process. Wi rite for specific details. 


Upon request, a qualified representative will call — 
CHAMBERSBURG ENGINEERING COMPANY 


There is no § lock . ae 
no vibration...in the 
Cecomatic Forging Process 



















Heart of the Cecomatic Forging Proc- 
ess, the IMPACTER, originated and 
developed by Chambersburg Engineer- 
ing Company, is a revolutionary type 
of forging hammer. In it, the forging 
stock is struck simultaneously from 
opposite sides. There is no shock, no 
vibration; the metal is worked more 
thoroughly. No unusual skill is re- 
quired in its operation. 











. CHAMBERSBURG, PA. 
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Beas & ee soo B8&S 
a CHECKER reaches 
its prime at 40 

--- 40,000, that is 





At a point at which many cars are ready for the 
second-hand lot, a CHECKER is just coming into 
its own. This all but indestructible car is built to 
last. And last. While mileage is amazingly high 
— 150,000, or even 200,000 miles—maintenance 
and repair costs are gratifyingly low. Little 
wonder a CHECKER is the most practical fleet and 
executive car on the road. 

Then there's the matter of comfort. There's no 
hump down the middle of a CHECKER in either 
the 4-door sedan or the station wagon. You can 
get in and out gracefully and there’s room for 
ALL of you, even your head and your legs. The 
timeless simplicity of CHECKER design simply 
doesn’t date. Aren't these some of the things you 
really want in a car whether for fleet or personal 
use? Shouldn't you check into CHECKER? Write 
Dept. 67. 


CHECKER 


MOTORS CORP. 


Kalamazoo, Michigan 














WESTERN 
ARCHITECT 
& ENGINEER 


255 CALIFORNIA ST. 
SAN FRANCISCO 11 
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Archimedes, the ancient Greek 
philosopher, developed principles 
of mathematics and mechanics 
which unlocked secrets leading to 
the development of some of our 


most modern processes. His 





mind was at home in the farthest 
reaches of the abstract, at work 


in the closest confines of the practical. 


At Brown & Root — whether it is one mind, 
or a group of minds — thinking knows no 
boundaries for inspiration. Problems in 
engineering and construction are solved 

in ways that consistently save our 

clients time and money. Brown & Root places 
a premium on the quality of thought, 
combined with thoroughly-seasoned 
knowledge and experience. The results 

bring back customers year after year, 


all over the world. 


Over two thousand years ago, The Archimedean Screw was 
introduced as a lifting device for liquids. It is widely 
used today in moving both fluids and bulk materials. 


BROwN & ROOT, INC. 
Cngineeed : Condluclord ¢ POST OFFICE BOX 3, HOUSTON I, TEXAS * CABLE ADDRESS-BROWNBILT 


NEW YORK *« WASHINGTON « LONDON « EDMONTON * MONTREAL « SAO PAULO 
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In the Markets 


New York Fed Puts Out Weekly Data 


On Government Bond Dealings 


Bit by bit, the mantle of secrecy so long cherished 
by the government securities market is being torn away. 

Numerous and searching studies of government trad- 
ing have been published in recent months (BW —Jan. 
14’61,p87). This week the Federal Reserve Bank of 
New York started putting out a comprehensive series 
of current statistics on government bond dealings. 

The New York Fed carries out policy for the Federal 
Reserve System by dealing in the government market. 
Among other things, it is now reporting, on a weekly 
basis, the volume of transactions, the positions (securi- 
ties owned), and the borrowings of the 17 dealers that 
regularly “make a market” in government bonds. 

The data are revealing, particularly in regard to the 
size of the market. Currently, for example, the 17 
dealers are trading $1.5-billion in governments each day, 
with over $1-billion of the total in short-term securities. 
Dealer positions now total almost $3-billion. 

The Fed’s new statistics are aimed, in part, at pre- 
venting the kind of speculative collapse that shook the 
government market in the summer of 1958. ‘Then, 
excessive use of credit on inadequate margins led to 
heavy speculative losses. The Fed believes that if it 
had the information then it now has available about 
trading and credit, the debacle might have been averted. 


Treasury Demand for Capital 


Raises Short-Term Interest Rates 


Short-term interest rates firmed this week under the 
impact of ‘Treasury demand for capital. After falling 
for three weeks, the average yield on 91-day ‘Treasury 
bills advanced to 2.392% at Monday's auction, com- 
pared to 2.278% the week before. ‘The average rate for 
182-day bills moved up to 2.576% from 2.471%. 

On Tuesday, the Treasury sold a $1.5-billion tax 
anticipation bill due Sept. 22 at an average discount 
of 2.473% to raise new cash it needs between now and 
June. Subscriptions totaled more than twice the amount 
offered. 

To raise the rest of the money it will need this year, 
the Treasury will rely on adding to the size of its regular 
weekly auctions. It sold an additional $100-million in 
bills this week, and will probably raise another $200- 
million to $300-million in April, after it obtains a bet- 
ter idea of how large individual tax receipts will be. 
Dealers say this demand should keep short-term rates up. 

So far, Treasury Secy. Douglas Dillon and his col- 
Icagues have done an admirable job of timing, according 
to bond dealers. Last week’s advance refunding offer 
of 33% and 3%% bonds due in 1966 and 1967 is a case 
in point. More than $6billion worth of new bonds 
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were subscribed, or 31% of the four issues maturing in 
1962 and 1963 that were eligible for the exchange offer. 
Bond dealers had expected the Treasury to receive only 
$4-billion in subscriptions. 


. . . Series E Bonds Extended 


The Treasury this week also took another step to 
lessen the threat of a cash drain from savings bonds, 
due to start maturing this spring. 

It announced that the maturity of Series E savings 
bonds issued between 194] and 1949 would be ex- 
tended for another 10 years when a previous 10-year 
extension period is up this May. The bonds will carry 
a straight 33% interest rate for the entire 10-year exten- 
sion period, compared to a rate of 2.90% in the first 10 
years and of 2.90% to 3.4% during the first extension. 
The new rate is the same as that paid on new savings 
bonds, and also corresponds to the current market rate 
for other 10-year government obligations. 

If the ‘Treasury hadn't extended the E bonds’ ma- 
turity, it would have been faced with cash redemptions 
of about $32-million in May, a total of almost $18- 
billion through 1969. 

Broadly speaking, the most important effect of the 
latest extension is that it heightens the competition for 
the savings dollar. Banks and other thrift institutions 
have gone all-out lately to woo savings. But they now 
will probably pick up only a portion of the funds made 
available by the government’s paying off the savings 
bonds at maturity. 


Stocks Move Up After Week of Quiet; 
Size of Budget Deficit Provides the Spark 


For over a week the stock market marked time. ‘Then 
it started creeping up again. At midweek, the Dow- 
Jones industrial average climbed to 676, only a few 
points below its all-time high in January, 1960. And 
barring any sudden international development, the all- 
time high could topple soon. 

The reason for the gain was easy to see. Pres. Ken- 
nedy’s budget for fiscal 1962 will produce a deficit of 
$2.7-billion, according to Budget Bureau estimates. In- 
vestors see this as another sign pointing toward slow, 
but steady, inflation. Simultaneously, Kennedy's de- 
fense budget showed an increase of a bit less than 
$700-million from the Eisenhower budget. Though 
this was only a slight gain, it was enough to touch off 
fresh buying in some defense stocks. 

No matter what the rise in prices, there was still some 
room for apprehension. Clearly, stock prices have dis- 
counted business improvement for the year ahead. What 
happens from now on depends on how successful Ken- 
nedy is in accelerating economic growth. On this score, 
there could easily be some disappointments. 

Any bad news about the economy could hit the 
market hard, since the price-earnings ratio of many 
stocks are based on the premise that corporate earnings 
will have a vigorous upturn late in 196] and into 1962. 
Already, some institutional investors are getting leery 
of the high level of prices. 
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SAVE 


NEW BATTERY 
RECHARGES 
250 TIMES 





“A gift for 
the man of action 
who wants 
perfection” 


Proven by use in in- 
dustry ... now you too 
can get really bright, 
steady light from new 
Gould NICAD nickel 
cadmium rechargeable 
batteries. Each has 
*Based on cost of 250 
sets of *'D'' cells at 30 
cents per set. Lantern 
battery saves $281.05 
on similar basis. 


more than 250 lives... 
recharge to full power 
overnight from any 110 
volt A.C. outlet. Each 
charge gives 50% more 
continuous light than (ise 


7 


average dry flashlight 
battery. Guaranteed 
against leakage and cor- 
rosion. A gift he will 
treasure for years. 





Send check or money order — postage prepaid. 
Flashlight cartridge, ‘‘D’’ 2 Cell ........ $ 9.95 
Lantern COIHID: 6oi5556i ctr c5ises 00s $18.95 


GOULD-NATIONAL Batteries, Inc. 


Dept B61 E-1201 Ist Nat'l Bonk, St. Paul 1, Minn. 
Rechargeable Batteries Since 1 898 









business card that 
keeps reminding! 


Put your business card copy ona 
Barton Pen or Pencil. Present it 
with pride. Remind prospects and 
customers of your company, 

your product, your service. 















It costs less than lunches 
. and it lasts ! 
FREE! Colorful folder 
with 13 exclusive 
new models. 
Write today. 


SHAW-BARTON 


GERLACH-BARKLOW 


SALES OFFICES IN PRINCIPAL CITIES 
GENERAL OFFICES AND PLANT. COSHOCTON, OHIO 
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Scientists Inch Ahead in 


@ Death rate continues to rise despite the most 


massive effort in medical history. 


@ But the sum of knowledge is growing in a field 


whose complexity is still a major stumbling block. 


@ Researchers are making some progress in the fields 


of immunology, virology, and chemotherapy. 


Something like 270,000 Americans 
will die of canter this year. In the 
same period, about 510,000 new cases 
of cancer will be diagnosed for the first 
time. Eventually, cancer will strike 
some 45-million of the 179.5-million 
people now living in the U.S. 

Such were the bleak statistics served 
up by the American Cancer Society to 
a Science Writers’ Seminar last week 
in St. Petersburg, Fla. 

They indicate only very modest suc- 
cess for the research attack on cancer, 
though that attack has been the most 
extensive and costly single undertaking 
in medical history. 

The death rate from cancer is 
still rising; more school children die 
from it each year than from any other 
disease; and among adults the toll of 
lung cancer is soaring. 

Right now, the researchers can’t 
predict with any certainty when this 
tide is likely to turn. The very com- 
plexity of the disease has been a 
stumbling block, although - scientific 
knowledge of its many aspects has been 
greatly increased in recent years. Just 
lately there has been significant prog- 
ress in at least three major fields of 
cancer research: immunology, virology, 
and chemotherapy. 
¢ Family Group—It is definitely estab- 
lished now that cancer is a family of 
diseases characterized by the abnormal 
growth and spread of cells. ‘Typically, 
it starts as a localized disturbance. Per- 
haps only a single tiny cell in the body 
undergoes a change—and becomes 
malignant. This cell divides into two 
cells, both of them malignant; these 
in turn redivide, as do their divisions. 
All the descendants of the original 
cell or cells are malignant, and so the 
cancer grows. 

It is known now that the great 
majority of cancers start on the surface 
of a tissue, perhaps the lining of the 
mouth, stomach, or intestines, per- 
haps in the lining of a duct in a breast 
or the prostate. For a while, the grow- 
ing cancer stays close to its point of 
origin. In the scientific jargon, it’s 
called a “carcinoma in situ.” Detected 


at this stage it can usually be “cured” 
by radiation treatment or surgery. 
(The word “cure” means that there 
has been no recurrence of the disease 
for five years after the conclusion of 
treatment.) More than a_ million 
Americans now alive have been _pro- 
nounced cured of cancer. Another 
600,000 diagnosed and treated within 
the last five years should also live to be 
judged as cured. 

¢ Invasion—If the cancer is not spotted 
and treated at this stage, it soon pene- 
trates beyond the surface, invading the 
underlying tissue. Doctors call this 
“invasive cancer,” and say that it is 
still usually curable by surgery unless it 
has reached a vital organ. 

The really perilous phases of the dis- 
ease come when some of the cancer 
cells become detached and enter the 
lymph channels or the blood stream 
—a process that is called “metastasis.” 

Even at this late stage, the human 
body does not give-up its fight to check 
any further invasion by the disease. 
It seeks to trap the mobile cancer cells 
in a lymph node near the spot of a 
first invasion. This process, called ‘ 
gional involvement,” slows the spread of 
the cancer cells for a while. 
¢ Odds Get Longer—Theoretically, sur- 
gery, radiation treatment, or both are 
still feasible at the point of regional 
involvement. But the task is infinitely 
more difficult than at earlier stages, 
and there are very long odds against a 
total cure. 

For reasons still to be discovered, 
some cancers grow and spread very rap- 
idly, while others progress much more 
slowly. Doctors still have no means of 
predicting the speed with which a par- 
ticular cancer will grow. But the latest 
work in immunology gives strong evi- 
dence that there may soon be an ex- 
planation of why cancers spread with 
different speeds. 


|. Immunology 


The increasing volume of work on 
cancer has brought a renaissance in 
immunology, the study of the body’s 
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resistance to disease. Some of the key 
points that the immunologists are at- 
tacking are: 

¢ The spontaneous “remission” of 
cancers—the cases where the disease 
spontaneously goes into reverse and the 
tumor recedes. Researchers want to 
know if these remissions are accom- 
panied by characteristic changes within 
the nucleus of a cell. 

e Isolation of the foreign mole- 
cules in cancer cells, the so-called anti- 
gens which might be used to stimulate 
the body to produce its own anti-can- 
cer antibodies. 

¢ Study of deoxyribonucleic acid. 
(DNA), which controls the transmission 
of hereditary traits from parent cell to 
offspring at the time of division, and 
which codes and signals information to 
the rest of the cell, directing the syn- 
thesis of important biological com- 
pounds. Some viruses are also com- 
posed of DNA, which leads a growing 
number of scientists to suspect that 
viruses may actually cause some types 
of human cancer. 


ll. Virology 


Already, viruses have been established 
as the cause of a number of cancers in 
plants and animals. It’s now accepted 
that most cancers in chickens and mice 
are caused by viruses. And just last 
month, in the University of Washing- 
ton School of Medicine, tumors were 
produced in lab rabbits by the same 
basic infectious virus material that 
causes warts in man. 

Since basic biological phenomena 
generally vary little through the entire 
animal kingdom, it is very hard to sup- 
port an argument that man himself is 
not susceptible to some forms of virus- 
induced cancer. But absolute proof 
that he is thus susceptible has not yet 
been produced although research work 
is continuing. 
¢ Inoculation — Generally, researchers 
seeking to link human cancer to 
viruses have concentrated on leukemia 
and lung cancer as likely to be the 
easiest places to prove a relationship. 
For a start, they have tried to grow 
viruses directly from human leukemic 
material in tissue culture and em- 
bryonic eggs, have even inoculated new- 
born animals directly with leukemic 
materials, to see if this would produce 
cancer. 

At Buffalo’s Roswell Park Memorial 
Institute, doctors believe they have 
shown a positive relationship between 
the injection of human cancer ma- 
terial and the appearance of the 
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disease in lab mice. Now they are try- 
ing to establish the nature of the rela- 
tionship—whether human cells actually 
cause the cancer, or whether they 
activate latent cancer viruses already 
present in the mice, or whether there 
is some even more subtle relationship 
of cause and effect. 

Finding the answer is one of the 
main targets of current cancer work, 
but it’s far from the only field where 
there is a major effort. 


Ill. Chemotherapy 


All over the country, labs are also 
industriously seeking new drugs that 
could halt or slow the growth of tu- 
mors. Something like 50,000 different 
chemicals are now being tested for their 
cancer potential each year. Of the 200,- 
000-plus compounds already tested, 
about 20 have been found to be of 
temporary benefit in spécific types of 
cancer. 

The most spectacular of the new 
chemicals is thiotepa, which, when in- 
jected into the veins of breast cancer 


The Long, Slow War on Cancer 


patients at the time of surgery, seems 
to block further spread of the ma- 
lignancy. In two years of experimenta- 
tion, doctors say the thiotepa-plus-sur- 
gery treatment has cut the reappearance 
tate of breast cancer by almost 50%. 

Thiotepa-plus surgery does not work 
in far-advanced cases, according to Dr. 
Warren H. Cole of the University of 
Illinois. But its discovery may be the 
first of a whole new series of drugs 
that could be used to prevent recur- 
rence of cancers that have been re- 
moved by surgery. 

Various interesting aspects of the 
thiotepa-surgery technique have been 
noted in tests. In preventing further 
spread of breast cancer, it has worked 
better for younger women than for 
older ones. The technique has also 
shown promise in ovarian cancers, but 
not at all in ‘lung, stomach, and colonic 
cancers. Right now, no one knows why 
these things are true, and researchers 
can offer only random theories. Firmer 
knowledge is being sought now in a na- 
tionwide test not only of thiotepa but of 
another chemical: 5-fluorouracil. 


Drug Promises Infertility in Males 


Turned up in search for new drugs to treat dysentery, it 
has shown no harmful side effects; first tests on prison volunteers. 


A chemical compound can be used 
as a temporary sterility pill for men. 
That announcement last week startled 
the American Assn. of Anatomists, 
meeting in Chicago. The only sterility 
pills currently on the market are for 
females. 

The drug is called WIN-18446 and 
belongs to the class of compounds 
known as dichloroacetyldiamines. It 
has been undergoing tests since the 
start of 1959 and is still a long way 
from commercial availability. But the 
researchers are already convinced that 
they have stumbled on a genuinely 
effective spermatoicide, with no serious 
side effects noticed as yet. Indications 
are that it would be relatively easy and 
inexpensive to produce. 
¢ “Late Stage”—Dr. John MacLeod, of 
Cornell, says it has not yet been estab- 
lished precisely how the drug works. 
Some evidence indicates that it acts 
to stop the development of the sperm 
“at a rather late stage,” which could 
account for the lack of harmful side 
effects on other hormonal activities of 
the body. 

The drug’s antispermatogenic effect 
was discovered at Sterling Drug’s 


Sterling-Winthrop Research Institute 
as a byproduct of the search for better 
drugs to control amoebic dysentery. 

Testing was started on 60 male vol- 
unteers in prisons in Oklahoma, Ore- 
gon, and elsewhere. These tests indi- 
cated that a dosage of two pills had to 
be taken twice daily for two months to 
induce temporary sterility. After that, 
as few as three or four pills per year 
may be adequate to maintain the sterile 
condition. 

Despite the promise shown by WIN- 

18466, work is being pushed on a 
whole series of other sterility com- 
pounds. According to Sterling-Win- 
throp’s Dr. C. M. Suter. 
e Reverse Action—A possible reverse 
use of the whole class of drugs to which 
WIN-18466 belongs—the treatment of 
male infertility—will also be studied by 
MacLeod’s group at Cornell, partly f- 
nanced by Sterling. 

Another potentiality of the chemical 
group—as anti-cancer agents—has yet -to 
be studied. But there is good reason to 
presume that the drug’s spermatocidal 
capacity could give it considerable merit 
in attacking certain types of fast-grow- 
ing cancerous tissues. END 
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AUTOCAR planetary gear-drive AP-15’s in foreground and 





AP-25’s in back- 


ground have great job stamina. Payload ratings 15 tons and 25 tons, respectively. 


Built to haul at sure profit 
... that’s Autocar 


Nothing does the rough-and-ready 
hauling job like Autocar, because no 
one else builds like Autocar. 

Each Autocar is fully custom-engi- 
neered and precision built to do its 
assigned job with utmost efficiency. 
Long experience, advanced engi- 
neering and flexible manufacture 


produce just the truck that will 
earn most for you. 

And every Autocar is built to the 
highest quality standards—begin- 
ning with extra-strength frames— 
including high capacity power trains 
for maximum top speeds consistent 
with the job to be done. 


Autocar builds a wide range of 
planetary gear-drive, rear-dump 
trucks with payload ratings from 12 
to 40 tons. They’re ahead in maneu- 
verability, strength, safety, comfort, 
long life—and ability to maintain 
scheduled trip cycles. Take Auto- 
car, nothing less. 
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Unions Look for Frien 


The faces in the National Labor Re- 
lations Board are changing, and there 
is a jaunty confidence in unions that 
NLRB’s thinking and policies will 
change, too. 

Labor criticism of the NLRB 
mounted steadily during eight Repub- 
lican years in Washington. To unions, 
the board charged with administering 
Taft-Hartley and Landrum-Griffn Act 
provisions was an unfriendly one whose 
“interpretations [have] limited tradi- 
tional labor activities.” 
¢ New Members—Shortly after Pres. 
Kennedy took office, he named Frank 
W. McCulloch as new chairman of 
NLRB. Unions cheered the appoint- 
ment of the administrative assistant to 
Sen. Paul H. Douglas (D-IIl.) to the 
board’s key job as a long step toward 
a liberalized NLRB. 

This week, the resignation of board 
member Joseph A. Jenkins gave the 
President a second appointment and 
he chose a long-time NLRB career 
employee, Gerald A. Brown (BW — 
Mar.18’61,p120), regional director of 
NLRB in San Francisco and an NLRB 
staff member since 1942. 

McCulloch, Brown, and a holdover 
board member, John H. Fanning, give 
the Democrats their first NLRB ma- 
jority in years. It may be increased 
later this year. One of two Republi- 
cans left on the board, Philip Ray 
Rodgers, is rumored planning to resign 
before 1962. The other is Boyd Lee- 
dom, a former NLRB chairman. 

Both of the new appointees are ex- 
perienced in industrial relations and 
have a reputation for sincere and sound 
decisions. One union attorney con- 
ceded: “They're going to call their 
shots where they see them—we can only 
hope they will see them our way.” 

Other unions and their spokesmen 
are less cautious. The Oil, Chemical & 
Atomic Workers, for one, said of 
McCulloch’s appointment: “This is al- 
most too good to be true.” 

Meanwhile, the U.S. Chamber of 
Commerce said flatly for employers, 
“The new Administration is now as- 
sured that its labor-management views 
will dominate . . .” 
¢ A Feast Now?—Perhaps the unions 
do not exactly expect that changes in 
the NLRB—and a new Democratic 
majority—will lead to a feast of favors. 
But they do look for a more sympathetic 
and favorable hearing of labor's cases 
under the controlling federal statutes. 

Unions also hope that a Congres- 
sional investigation of NLRB by a 
House labor subcommittee headed by 
Rep. John H. Dent (D-Pa.) will focus 
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public attention on their complaints 
and lead to different board decisions. 
In hearings opening Apr. 24, Dent will 
review board decisions since 1950 that 
unions allege to be biased, unfair, or in- 
consistent. 

Without a doubt, labor is prepared 
to use its persuasiveness and pressures to 
gain reviews—and possible upsets—of 
key policies enunciated by the NLRB 
during the Eisenhower Administration. 
And employers are wary of the possible 
unsettling effects of such a campaign; 
they are afraid a changed board might 
loosen ‘Taft-Hartley and Landrum- 
Gniffin rules covering unions. 

Changes will come. That’s almost 
certain. Although the NLRB is not a 
political board that writes decisions 
along party lines, board members do 
reflect the philosophy of the party that 
gives them office. 

But the changes may not come as 
fast or be as broad and far-reaching as 
unions may expect or employers fear. 
¢ Key Issues—When the new board 
sits, it will be faced with a host of 
critical issues: 

¢ Union Security-The United 
Auto Workers will ask the board to 
throw out a recent NLRB decision that 
the “agency shop” is illegal in right-to- 
work states. The board held that un- 
ions cannot circumvent state bans on 
union security agreements by contracts 
requiring non-union members to pay 
“fees” to a union equivalent to the dues 
of union members. 

¢ Union Picketing—Unions are de- 
manding reconsideration of Eisenhower- 
board rules restricting picketing in four 
key cases. These are the first interpre- 
tations of new Landrum-Griffin rules. 

e Organizing—The AFL-CIO’s in- 
dustrial unions are set for new organiz- 
ing drives in the South (BW—Mar.18 
’61,p120). But first they want the new 
board to clamp down on employer tac- 
tics used to resist unions. 

¢ Collective Bargaining—The new 
board will face one of the touchiest is- 
sues—““Boulwarism”—when it is asked 
to decide whether the General Electric 
Co.’s bargaining policies are legal 
(BW—Mar.18’61,p117). An NLRB 
trial examiner has issued an unfair labor 
practice complaint against GE’s 1960 
bargaining stand with the International 
Union of Electrical Workers. 

¢ Discrimination—Unions charge 
the NLRB with permitting race weap- 
ons to be used against their organizing 
efforts. If the board delves into this 
area, it may also run into the issue of 
discrimination in some locals. 
¢ Shifts Possible—In several of the key 
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FRANK W. McCULLOCH, new chair- 
man, was aide to liberal Sen. Paul Douglas. 


GERALD A. BROWN, most recent Ken- 
nedy-appointee, gives Democrats majority. 
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Have a Pumping Problem that 


~~ CUSTOM 


Custom designed Viking 
submerged type pumping 
unit of solid stainless steel 





Solve It With VIKING ROTARY PUMPS 


Designing pumps to solve particular problems, and reduce costs at the same 
time, is a specialized Viking service. The custom unit shown above is an example. 
The situation called for a vertical, submergible pumping unit to handle a highly 
corrosive liquid. The completed result is all stainless steel below the plate at far 
right, including tank cover plate, base, structural supports, shafting, pedestal 
bearings, piping, coupling, fitting and Viking heavy-duty pump. The unit delivers 
55 G.P.M. of a 5000 S.S.U. corrosive liquid under 90 P.S.I. pressure. 


If you need such pump design service, Viking is ready, willing and able. 
Send us your problem today and ask for folder series 61S. 


VIKING PUMP COMPANY 


Cedar Falls, lowa, U.S.A. In Canada, It's ‘‘Roto-King’’ Pumps 
Offices and Distributors In Principal Cities. See Your Classified Telephone Directory 
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a = PRECISION ALL-STEEL 
\ ENGINEERED. CONSTRUCTION 
“AUSTEMPERED” INSTA-CONTROL 
BLADES HANDLE 


Plus other quality features on 5 models of rider, 
self-propelled and push type rotary mowers, 
famous “Silent Yard-man” hand and power reel 
mowers, lawn trimmer, plus Yard-sters and minia- 
ture Corvettes. 


” See your local Yard-man dealer or write for free, full color catalog. 


\SfARD-MAN INCORPORATED, 1410 West Ganson Street, Jackson, Michigan 








NEWSPAPER BUSINESS EDITORS ... 


READ Business Week more regularly than any other leading 
general-business or news magazine. 


USE Business Week in their work more than any other leading 
general-business or news magazine. 


PLACE MORE CONFIDENCE IN Business Week than any other lead- 
ing general-business or news magazine. 


SOURCE: a 1960 survey of newspaper business editors by Crossley, S-D Surveys, Inc. 
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cases coming up, the losing minority in 
the old board may well become the new 
majority. Fanning often has dissented. 

In the agency shop case, Fanning and 
Rodgers voted against the majority— 
two of whom are now gone—so many 
now anticipate that the changed board 
will scuttle the ruling that this contract 
device is illegal. This would be impor- 
tant for auto, steel, and other unions 
that have agency shop agreements in 
their contracts as a device to keep their 
membership in right-to-work states and 
‘to secure economic support from work- 
ers who don’t join the union. 

Fanning also was in the minority in 
several of the Landrum-Griffin picketing 
decisions. The 1959 law placed new 
restrictions on unions. ‘They now can 
picket for no more than 30 days in an 
organizing campaign without petition- 
ing for a representation election, and 
they are more limited in where they can 
picket and what they can say on picket 
signs. In cach case involving these 
issues, the board majority stringently 
interpreted the new law. 

These were the first cases involving 
the new law to reach the board. Ac- 
tually, the new board will be able to 
initiate most interpretations under the 
new law, since the chailenges are still 
to come from employers or unions. 
¢ Free Speech Tests—One of the most 
sensitive areas to be tackled by the Mc- 
Culloch board is that covering the im- 
precise employer “free speech” pro- 
visions of the law. The board is guided 
in this area by Taft-Hartley’s Section 8c, 
which says that an emplover may ex- 
press anv views, arguments, or opinions 
to his emplovees about their joining a 
union, provided thev do not contain 
threats of reprisal. For instance, an 
employer may “predict” that unioniza- 
tion mav force the closing of a plant 
or lower wages provided he does not 
threaten to shut the plant or cut pay if 
the union wins. 

The board must assess the employer's 
motives in its decision, and in most 
cases its ruling is made on evidence 
turned in by trial examiners. The ex- 
aminers’ actions are likely to be guided 
by what the board wants. 

In other areas, the board may find 
that its hands are tied by precedent—by 
regulations already formulated in past 
board decisions and by decisions by the 
courts. 

“The board will move slowly,” says a 
former NLRB staffer. “When you start 
reversing, vou’re asking for trouble. You 
can’t order arbitrarily.” 

Once the NLRB makes a ruling, it 
becomes a co-enforcer with the courts. 
Its decisions may be appealed in the 
courts and the final judge, in many 
cases, is the Supreme Court. 

Once the Supreme Court rules, the 
issue is out of the hands of the 
NLRB. END 
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Maritime Unions Close Ranks 


Eight unions prepare for industrywide bargaining, 
which some shipowners have wanted for years—though not 
on issues as broad as the unions now want to introduce. 


Within the next two weeks, repre- 
sentatives of eight maritime unions will 
sit down to map plans for industrywide 
bargaining. Some shipowners who have 
favored national bargaining for years 
are far from happy at the prospect, for 
what the unions propose to bargain 
about are not just wages and working 
conditions, but industry policy on sub- 
sidies, flags of necessity, and other 
basics. 

To industry spokesmen, these are 
“non-economic issues that simply don’t 
belong on the bargaining table.” To 
union officials, they are “the guts of 
the industry, the issues which will de- 
termine whether there’ll be any wages 
or working conditions to bargain about 
five years from now.” 
¢ Glimpses of Future—The situation 
may offer glimpses of the future for 
other industries moving toward indus- 
trywide negotiations. Union demands 
on non-economic issues are a built-in 
risk of industrywide bargaining. Many 
employers warn that once unions are 
put into “the big picture,” they may 
not be wiliing to step out of it quietly 
once wages and hours are settled. 

The old conflict reg «‘‘»g manage- 
ment prerogatives is comp':cated in the 
maritime industry by the fact that man- 
agement doesn’t do its own bargaining. 
In most cases, contract negotiations are 
handled by industry organizations that 
also represent shipowners on legislative 
matters. 
¢ Counterforce—The unions’ explana- 
tion of why they formed the eight- 
union National Committee on Mari- 
time Bargaining (NCMB) runs some- 
thing like this: 

U.S. shipping suffers from the lack 
of a unified attack on its problems 
and a unified voice in dealing with 
government, which controls its destiny 
through subsidy, foreign-flag rules, and 
other legislation. The shipowners’ 
organizations, which should fill this 
void, mostly protect the interests of the 
big subsidized passenger lines and 
foreign-flag cargo fleets at the expense 
of the unsubsidized and U. S.-flag fleets. 
They ignore or actively oppose the in- 
terests of such “underdogs” as the in- 
tercoastal lines. They don’t really care 
what happens to the American met- 
chant marine as a whole, the unions sav. 

But American seamen and their offi- 
cers care—the explanation goes on—be- 
cause their jobs obviously depend on it. 
So now their unions must insist that the 
American Merchant Marine Institute, 
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the Pacific Maritime Assn., and other 
industry groups join with them in fram- 
ing policies that will revitalize the in- 
dustry. Essentials include a broader and 
more equitable subsidy program, a more 
hospitable legislative climate for Ameri- 
can-flag ships, defense of all branches 
of the industry, and long-range planning 
to cushion the shocks of maritime 
automation. 

¢ Industry Views—Many of industry’s 
spokesmen agree that U.S. shipping is 
declining rapidly, but they blame it on 
high labor costs. They see a narrower 
motive for the NCMB’s formation. 
They explain it this way: 

The membership of the Seafarers’ 
International Union, the largest and 
most influential of the eight unions in 
the committee, consists mainly of sea- 
men employed by unsubsidized lines. 
The rival National Maritime Union— 
emphatically not a member of NCMB 
—represents two-thirds of the seamen 
who man subsidized ships. So SIU 
Pres. Paul Hall has set up a pressure 
group to compete with the group that 
he says is over-represented in the in- 
dustry organizations—the _ subsidized 
shipowners whose interests coincide 
with the NMU’s but not with his 
union’s. 

These observers concede that Hall 
and NMU Pres. Joseph Curran might 
be expected to see eye-to-eye on such 
other NCMB topics as foreign-flag ship- 
ping and shipboard automation. But 
they feel sure that personal rivalry be- 
tween the two will prevent Curran— 
and the unions associated with the 
NMU-from cooperating with the com- 
mittee even ona limited scale. 

Curran has already emphasized his 
different approach by setting the “bread- 
and-butter” goal of a 30-hour week 
for NMU bargaining this year. 

The shipowners, however, draw little 
comfort from the fact that 40,000 
NMU members won’t join 50,000 SIU 
members in backing NCMB demands. 
All it takes to tie up a line is one union 
~—and the eight committee unions, 
among them, have contracts with 90% 
of American shipping. 
¢ MEBA Is a Key—If the Marine Engi- 
neers Beneficial Assn., for example, 
chooses to strike a line that refuses to 
bargain on industrywide issues, it 
doesn’t matter whether the line’s un- 
licensed seamen are SIU or NMU. Ei- 
ther way, the ships can’t move without 
engineers. 

An MEBA walkout is an example 




















INTERCOM 
OVERCOMES 
UP-CREEPING 


Get all the facts now 
in this new FREE BOOKLET 


Learn how Executone intercom 

can cut the many costs that put the 
squeeze on profits. Executone 
can: reduce your monthly 
telephone bill... cut accounting 
costs by simplifying data gathering 
... limit down-time by speeding 
assistance to trouble spots... 

cut idle personnel time between 
jobs . . . eliminate time wasted 
waiting for switchboard jam-ups to 
clear ...a dozen other ways that 

a flexible, internal communication 
system will help a company avoid 
the continuing profit-squeeze. 
Cost-minded executives will find 
much to stimulate them in this 
revealing booklet. 
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SO ARE SILVER, PLATINUM, 
OTHER PRECIOUS METALS 


Are you getting the price you deserve for 
your precious-metal scrap? 

Perhaps you say: “Our scrap doesn’t 
come to much. We’re not precious-metals 
fabricators.” 

You'd be surprised. Even if you’re not 
working with karat golds or sterling silver, 
you may do appreciable amounts of brazing 
in your shop. The scrap from silver brazing 
can mount up to a sizable cash value over 
the weeks and months. Or perhaps you sub- 
ject metal parts to X-ray examination as a 
means of quality control. Exposed X-ray 
film in quantity is worth money, like any 
other silver-bearing material. And chemi- 
cals—do you use silver, platinum or palla- 
dium chemicals or catalysts? Be careful 
what you do with them; even as residues, 
they’re valuable. 

These are just a few of the less obvious 
places where value may be accumulating 
in your shop or plant, only to be lost be- 
cause its worth isn’t generally recognized. 
We'll be glad to send you a comprehensive 
guide for searching out the many sources 
of “hidden wealth.” Just write and ask for 
our Bulletin 24. 

Of course, finding your precious-metal 
scrap is only half the story. Next comes the 
question of where to send it for fullest re- 
turns. This doesn’t have to be a problem, 
really. Handy & Harman, as the nation’s 
largest specialist in precious metals, has 
the facilities, the know how and the repu- 
tation that guarantee you the fullest re- 
turns On waste or scrap in any form. Any 
questions? We'll be glad to hear from you. 








Your No. 1 Source of Supply 
and Autherity on Precious Metals 





HANDY & HARMAN 
850 Third Avenue, New York 22, N. Y. 
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that comes readi'» tn shipowners’ 
minds. The first industrywide bargain- 
ing session will be scheduled for some- 
time this month. Expiration of MEBA 
and Masters, Mates & Pilots contracts 
on June 15 will give NCMB its first op- 
portunity to reward or punish manage- 
ment for its performance at—or ab- 
sence from—the industrywide bargain- 
ing table. 

¢ Bargaining Formula—A union spokes- 
man indicates the formula that may 
be followed. 

“We know the industry is in trouble 
—for a lot of reasons. We want to talk 
about all of them, not just wages,” he 
says. “If management proves it’s will- 
ing to consider wages in the context 
of all other factors—that is, if it cooper- 
ates with our committee—then the 
member unions are prepared to be rea- 
sonable when their individual contracts 
come up for negotiation. 

“If not, then the next union that sits 
down to negotiate a new contract may 
say, ‘Since you show no concern for our 
future security, but are willing to let 
American shipping go down the drain, 
we'll have to take as much as we can in 
wages right now.’ 

“I can see a real hard negotiating 
position developing as a result. Maybe 
even a strike,” he concludes. 
¢ Don’t Expect Strike—Privately, the 
unions don’t expect to have to use the 
strike weapon. They expect pressure 
from the “underdog” groups within the 
shipowners’ organizations, plus wide- 
spread recognition of the industry’s 
plight, to bring the organizations into 
the meeting room. W ith U.S. shipping 
carrving less than 10% of the country’s 
foreign “trade, domestic companies going 
out of business regularly, and tough 
union bargaining ahead, industry rep- 
resentatives won’t be able to justify a 
refusal to seek solutions, the NCMB 
feels. 

Moreover, the unions are offering a 
quid pro quo as proof that they are 
serious about tackling industry problems 
jointly—a uniform contract expiration 
date, something the shipowners have 
wanted for years in order to end whip- 
sawing. 

So far, neither AMMI nor PMA has 
stated publicly whether it will sit at the 
NCMB bargaining table. If they de- 
cline, there is a possibility that the 
committee may bypass them and meet 
with those AMMI and PMA mem- 
bers who are willing to participate 
individually. This is one of the topics 
to be discussed at the forthcoming 
meeting. 

In addition to SIU, MEBA, and 
MM&P, member unions include the 
Sailors’ Union of the Pacific, the Ma- 
rine Cooks & Stewards, the Marine 
Firemen’s Union (all three SIU affili- 
ates), the Radio Officers’ Union, and 
the Staff Officers’ Assn. (pursers). END 
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Cost of Living: What’s Happening to It 
Total 1947-49 = 100 
Cost of 
Living Food Clothing Housing 
Total Rent Only 
February, 1953. 113.4) 6 111.5 104.6 116.6 121.5 
February, 1954 115.0 112.6 104.7 118.9 127.9 
February, 1955 114.3 110.8 103.4 119.6 129.7 
February, 1956 114.6 108.8 104.6 120.7 131.5 
February, 1957 118.7 113.6 106.1 124.5 134.2 
February, 1958 122.5 118.7 106.8 127.3 137.0 
February, 1959 123.7 118.2 106.7 128.5 139.0 
February, 1960 125.6 117.4 108.4 131.2 141.0 
March 125.7 117.7 108.8 131.3 141.2 
April 126.2 119.5 108.9 131.4 141.4 
May 126.3. 119.7 108.9 131.2 141.4 
June 126.5 120.3 108.9 131.3 141.6 
July 126.6 120.6 109.1 131.3 141.8 
August 126.6 120.1 109.3 131.5 141.9 
September 126.8 120.2 110.6 132.0 142.1 
October 127.3 120.9 111.0 132.2 142.5 
November 127.4 121.1 110.7 132.1 142.7 
December 127.5 121.4 110.6 132.3 142.8 
January 127.4 121.3 109.4 132.3 142.9 
Feb., 1961 127.5 121.4 109.6 132.4 143.1 
Data: Dept. of Labor, Bureau of Labor Statistics @Geusiness wees 











Living Costs Nudge Up Again, 
Offsetting January’s Decline 


Living costs measured by the government’s Consumer 
Price Index rose again in February to 127.5% of the 
1947-49 average—the record level of December, 1960. 
The rise offset a drop in January (BW —Mar.11’61p82). 

The increase over a three-month period was too slight 
to affect wages of 90,000 aircraft and missile workers 
under wage-price escalator contracts. Another 30,000— 
employed mostly in Republic Aviation Corp. plants—got 
a 1¢ increase. And 10,000 food store employees in South- 
ern California got 44¢ to 9¢ based on the gains in the Los 
Angeles CPI since November, 1958. 

Average factory take-home pay was unchanged at 
$80.35 for a worker with three dependents. 

Government analysts said the latest rise was due 
largely to medical care (higher rates for hospitalization 
and surgical insurance), reading and recreation (news- 
paper price rises and boosted movie ticket prices for 
spectaculars), apparel (mostly seasonal increases in 
women’s spring suits and girls’ dresses), and food. 


UAW Strike Fund Topped $32-Million, 
Paid $6-Million in Benefits Last Year 


The United Auto Workers paid out more than $6-mil- 
lion in 1960 as strike benefits to 133 UAW locals at 
156 plants, according to a report to members by Emil 
Mazey, the union’s secretary-treasurer. Despite the 
payments, the strike fund rose last year by $12-million, 
to $32.4-million on Dec. 31, 1960. 

Walter P. Reuther, president of the auto union, ex- 
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pects the fund will have $40-million in reserve when 
UAW opens contract negotiations with major auto and 
farm implement manufacturers late this summer. 
UAW reported an average membership of 1,136,140 
in 1960—an increase of 11,778 over the number in 1959. 
And it said that it had a net worth of $48,125,262 at the 
end of last year, an increase of $17,778,047 during 1960. 


International Harvester Works Overtime 


To Fill Seasonal Orders for Tractors 


For the first time in more than a decade, Interna- 
tional Harvester Co.’s Farmall Works at Rock Island, 
Ill., is operating—temporarily—on a Saturday overtime 
basis. ‘The company announced that heavy demands 
for its tractors makes extra work necessary. 

Labor received the overtime-work announcement with 
some mixed sentiment. It saw in the use of overtime 
another underscoring of today’s trend to hold work 
forces down to a hard core. 

The Farmall Works employs 5,000 production work- 
ers when in peak operation. It shut down completely 
for several weeks last fall, then began building up its 
work force slowly as production was stepped up from 
65 tractors a day in December to a current 165, a little 
more than half the plant capacity of 300 units a day. 

With orders rising, the company decided to schedule 
production through overtime Saturdays instead of hiring 
extra help who would have to be laid off after the 
seasonal demand for tractors levels off. 


Labor Organizers’ Unions Plan 


Meeting to Strengthen Their Cause 


An AFL-CIO move designed to discourage the 
formation of organizers’ unions appears to have backfired. 
Representatives of a number of organizers’ unions have 
scheduled a meeting in Washington Apr. 15. They were 
alarmed by hostile sentiments in a friend-of-the-court 
brief filed by Pres. George Meany, backing the Inter- 
national Ladies’ Garment Workers’ Union’s refusal to 
recognize a union of its organizers. 

A working alliance among organizers’ unions has been 
under discussion for years; evidently it took Meany’s 
action to get it off the ground. 

Most active in planning for the meeting is the Field 
Representatives’ Federation, a union of AFL-CIO organ- 
izers that Meany recognized under pressure several years 
ago. FRF feels that Meany broke faith with it by repu- 
diating the principle that organizers may form unions. 

The Washington meeting will also discuss wages, 
job security, and other bargaining issues. 

Meanwhile, the newest organizers’ union, sentiment- 
ally named CIO (Council of Industrial Organizers) by 
staff members of the International Union of Electrical 
Workers, encountered friendlier treatment from IUE 
Pres. James B. Carey. Carey told CIO officers he would 
recommend recognition of the union at an IUE execu- 
tive council meeting next week. 
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cad Community Cooperation 


“We found this vital ingredient for successful 
operations in abundance at our new fiber glass plant 
in North Carolina.” 

Robert A. McLaughlin, General Manager, 
Fiber Glass Division 


wea Productive Labor 


“In our three manufacturing plants in North 
Carolina, we have found that labor is plentiful, 
productive, and quick to learn new skills and to 
understand the importance of quality.” 


W. S. Yeager, Manager of the North Carolina Works 


CME ca Materials and Markets 


“In North Carolina we found a dependable source 
of top quality produce combined with close prox- 
imity to the fast-growing market in the Southeast 
for our baby foods.” 


Daniel F. Gerber, President 


vated Limber and Water 


“As a major producer of pulp and paper, we are 
pleased with the vast resources in good timber and 
clean water available for our big manufacturing 
facility.” 


John L. Riegel, Chairman of the Board 









sO onee nls wanted Research Resources 


(Research Center Inc.) 


MI ince in confidence with “North Carolina’s new Research Triangle Park, 
Governor Terry Sanford, Chairman surrounded by three great universities, provides a 
of the comer — unique location and productive climate for our new 

; seatatie Research Center.” 


Dr. David W. Chaney, Executive Director 
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If you’re thinking about a station wagon for the summer driving season, 
you might want to shop the new compact medels—there are 38 to look at, 
in a price range from $2,095 for a 4-cylinder, 2-door Willys to $3,200-plus 
for some of the 4-door de luxe models. 


Also, there are some pros and cons—noted by experienced drivers who 
have tested these cars—that are worth keeping in mind. 


Compact wagons are popular today (345,000 in service), but don’t let 
the term “station wagon” mislead you. These are still small cars—the 
same advantages and drawbacks that apply to compact sedans hold true. 


Generally, the compact wagons aren’t so comfortable as their plush, 
larger counterparts. They don’t ride so smoothly—nor are they so quiet. 
Another common complaint is that they get blown around a good deal by 
the wind on broad, open expanses of highway. 


A point to check: cargo space, which varies greatly between models. 


Most popular of the lower-cost compact wagons is the Ford Falcon. 
Owners praise its economy of operation, a'plus substantiated by recent 
gas economy test runs. Common complaint is that Falcon needs too much 
“second gear” driving in city traffic. But this can be overcome by getting 
the optional 4.00:1 rear axle ratio. Transmission, incidentally, is noisy. 


Chevrolet’s Corvair has the advantage of a wide rear loading door 
(49.7 in.) that makes cumbersome items easier to handle. But it has one 
drawback—it’s too small for general family use. Getting in and out can 
be awkward, and the rear seat gives a fairly bouncy ride. 

Cargo volume of the Corvair is “medium”—it has 68 cu. ft. The 
Plymouth Valiant and the Dodge Lancer have just 67.1 cu. ft. each. Falcon 
and the Mercury Comet are bigger, at 80 cu. ft. apiece. 

The Valiant is well engineered. It has handling ease; and if you get 
the optional “slant-six’” engine, you'll find power enough to move a full 
load around handily. 

Over-all, the Mercury Comet is roughly equivalent to the Ford Falcon 
—and the same is true of the Dodge Lancer and Plymouth Valiant. 


Pontiac’s Tempest is featuring a “transaxle” that reduces the size of 
the hump running the length of the car, giving more leg room. But the 
4-cylinder engine isn’t so economical as you would expect, and steering 
is just fair. 

American Motors’ Classic compact wagons are solid cars, with two new 
features: You can get a fifth door at the rear instead of the conventional 
tailgate (a point that has delighted some wagon owners); and all models 
have a new ceramic-coated muffler, guaranteed as long as you own the car. 


The de luxe Buick Special and Oldsmobile F-85 compact wagons also 
are very much alike. They have slightly less interior room than the 
Falcon, and are a bit cramped at leg level. But both give a plush ride and 
display perky engine performance. Steering could be a little “crisper,” 
say experts. Manual transmission is smoother operating, more economical 
than the automatic. 


Savings bonds: Your Series E savings bonds are going to be worth 
more if you hold on to them. The Treasury Dept. has raised the interest 
rates and granted a 10-year extension, starting May 1 (page 81). 


Now all savings bonds issued between May, 1941, and May, 1949, will 
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earn a straight 3.75% a year compounded annually. They have been earn- 
ing from 2.9% to 3.47% if held to maturity. Newly purchased E and H 
bonds will continue to earn from 1.71% (6 months) to 3.75% (10 years). 


Spring in Washington: Along with the cherry blossoms, another Far East 
import this season is the first large American display of Japanese Ikebana 
classical flower arrangements (through Apr. 9, National Housing Center, 
1625 L St., NW). Over 300 settings are shown, of a style dating to the 
16th Century. 


Meantime, the capital’s newest hotel opens Apr. 2—Executive House, 
on Scott Circle a few blocks from the Mayflower, features a rooftop swim- 
ming pool. A new first class restaurant is open, too—Jockey Club, in the 
embassy section’s Fairfax Hotel, has continental food rated by some on 
a par with La Salle du Bois’. Another new spot, nearby: the Knife and Fork. 


Or you might try one of the currently talked-about country dining places 
near Washington—Normandy Farm in Potomac, Md., and Evans Farm Inn, 
McLean, Va. In Annapolis to the east, Maryland Inn remains the old standby. 


Annual spring crop of books on gardening is coming in now. Some 
selections of above-average interest: 


For new home owners, Gardening the Easy Way by Edwin F. Steffeck 
covers planting, planning, and maintenance; it has a section on summer- 
home gardens in the mountains or at the seashore (Holt, Rinehart & Winston 
$3.95). Greenhouse Gardening as a Hobby by James U. Crockett describes 
types of greenhouses, climate control, and year-round blooms (Doubleday, 
$4.95). If orchids are your specialty, Alex D. Hawkes’ Orchids, Their Botany 
and Culture would be a helpful, authoritative handbook (Harper, $6.95). 


In a class by itself is the profusely illustrated Landscape Architecture 
—The Shaping of Man’s Natural Environment, by John O. Simonds. If you’re 
mapping a home or garden, this volume with its long, searching look at the 
importance of site planning will be invaluable (F. W. Dodge, $12.75). 


Omnibus: British Rover Co., Ltd., will have 60-hp. and 90-hp. turboprop 
engines for light planes in production by summer—powered by kerosene or 
diesel fuel, they’ll be installed without major airframe modifications . . . 
As an investor you’ll be getting added protection against fraud losses now 
that the New York Stock Exchange has arranged a new $10-million bond 
beyond member concerns’ mandatory fidelity bonds . . . For junior investors 
in your family: Investment club activities—from operating agreements to 
reporting taxable income—are described in the Investment Club Manual 
(National Assn. of Investment Clubs, 1246 National Bank Bldg., Detroit 26, 
Mich.; $3) . . . Claiming statistical proof, an American Cancer Society 
researcher reports that newer low-tar, low-nicotine cigarettes are “less 
dangerous” than older brands; but a tobacco industry spokesman says there 
are no accepted standards for measuring tar and nicotine content... 
Traveling executives are discovering the fun of the solitaire version of Bali, 
a word-building game played with cards—you try to beat your own succes- 
sive scores (The Bali Game, 204 E. 38th St., New York 16; $2.98) .. . Don’t 
expect your small, high-powered sports car to be eligible for the 10% com- 
pact car insurance discount (BW—Feb.25’61,p129), though the discount 


applies to many small, economy cars, domestic and foreign. 
Contents copyrighted under the general copyright on the Apr. 1, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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YOUR LETTERHEAD IS YOU 
A letter—like any salesman—makes an impression before it says 
a word. Be sure your letterhead makes the right impression. 
See your printer for a fresh, new design. Ask him to print it 
n Hammermill Bond, of course. Matching envelopes, too. 
If Miller, Inc. existed, its letterhead might look like this. 
Would you like a free book of idea-sparking letterhead designs? 
Simply write us a note on your present business letterhead. 
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ammermill Paper Company, 1455 East Lake Rd., Erie, Pa. 





MANAGEMENT 





Professors 
Put Ford 
Men 


the Spot 
g 


on 


Is there anything be- 
ing done to protect people in colli- 
sions, keep their necks from snap- 
ping? Why not turn seats around so 
that they ride backwards? 

Yes, that can be done, 
but cars also get hit from the rear. 
Anyway, studies show people don't 
like to ride backwards. They want 
to see what's coming toward them. 





Building Up Campus Good Wi 


Through free-wheeling quiz sessions 
typified by the give-and-take questions 
and answers above, Ford Motor Co. is 
trying to build an image of competence 
on the nation’s campuses. 

The questions reproduced here were 
asked by professors from a dozen or so 
Southern colleges and universities who 
turned out for two recent seminars on 
“Ideas and Automobiles” at Ford’s 
Nashville and Atlanta piants. The an- 
swers came from the local plant man- 
agers ana from the headquarters execu- 
tives who make up the “flying faculty” 
for this novel Ford series of confronta- 
tions between business and academia. 

At similar one-day seminars over the 
past four years, Ford officials have met 
with nearly 2,500 faculty members of 
more than 180 colleges and universities 
near its plant cities. The teachers 
have learned something about Detroit 
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QUESTION —After all is said and 
done, do you have one factor that 
makes a customer buy your car? 
Mine was price. 

ANSWER—/f they change makes, 
it's because they like the styling 
of the other guy's car. | think the 
truth is that styling swings an aw- 
ful lot of people. 


QUESTION —Is there anything be- 
ing done to get rid of the tunnel in 
the car? Why don’t you raise the 
car, give us cars we can get back 
into? 

ANSWER —Well, you can buy a 
pickup truck. That has no tunnel. 
You can buy a Model T. It was 28 
in. high to step into. And it was 
over 6 ft. high and didn’t have as 
much headroom as present cars. 


and its business. Ford’s gain, how- 
ever, is less definable. 
¢ What’s the Gimmick?—It’s possible 
that the reputation Ford is building in 
schools around the country may swing 
some able graduates its way. The sem- 
inars may even sell a few extra cars. 
But there is no recruiting at the sem- 
inars and no selling—except insofar as 
the performance helps to build the 
image of a knowledgeable company. 
Apparently there’s no real catch—or, 
if there is, it has escaped detection by 
some normally acute people. Ford’s 
goal, indeed, is nothing more compli- 
cated than to build good will among a 
group of citizens who help influence 
how the nation thinks. 
¢ Local Lure—Many companies try to 
do that, of course—often by bringing 
educators into their headquarters dur- 
ing the summer. What’s different about 





QUESTION __One reads that the 
American automobile has ceased 
to be a status symbol. Are you try- 
ing to get some data? 

ANSWER —There’s no question 
but that automobiles have lost 
some of their strength as a status 
symbol. But, on the other hand, 
there are people who have 
bought their first car. Certainly 
that gives them more prestige in 
their minds than nof having a 
car. 

















QUESTION--What about the system 
of putting the engine in the front 
and the transmission in the rear? 
ANSWER—That’s a wonderful fa- 
tigue machine. It has very severe 
vibration; they’re paying a very 
heavy cost penalty. 


Ford’s program is the use of its plants 
throughout the country as a base. 
Ford tried it the headquarters way a 
few years ago. But, after two summers, 
it had entertained only 120 educators. 
That’s when Michael Radock, Ford’s 
manager of educational affairs and a 
former college teacher himself, got the 
idea that if there was any point to cul- 
tivating professors he could reach more 
of them and make Ford’s story more 
relevant by decentralizing the sessions. 
Ford has plants in some 50 cities. 
The program began slowly in De- 
cember, 1956. Last year, though, Ford 
hit seven cities and talked to 850 
professors from 81 schools. So far this 
year there have been six seminars—last 
week at Kansas City and Dallas. 
All the faculty members of the par- 
ticipating schools are invited. Usually 
between 150 and 200 turn up to tour 
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QUESTION — If the engineers were 
allowed to design the best car they 
could within $2,500, what kind of 
service would that car give? 
ANSWER—] would say this is ex- 
actly what our engineers tried to 
do with the Falcon. 
QUESTION Do you have a formal 
training program for college grad- 
vates? 

ANSWER— The only requirement 
is rotation. We would like to put 
them in at least three jobs. They 
go to a meeting once a month 
where a vice-president talks to 
them, but we have no formal 
training program. The sooner 
they get out of the idea that they 
are trainees, the better off we 
all are. 


eeps Ford 


the plant and eat in the plant dining 
room before breaking up into discussion 
groups in such subject areas as science, 
engineering, marketing, community re- 
lations, labor relations, and economics. 
Often the guests, whose own specialties 
range from aeronautical engineering to 
English and biology, sign up for ses- 
sions outside their own fields. 

¢ Firing Line—They start off with a 
short talk by a representative of some 
Ford headquarters group—marketing re- 
search, say, or perhaps motor vehicle 
testing or salaried personnel administra- 
tion. They then pepper him with ques- 
tions for an hour or so. 

Always there is a question about the 
Edsel. And increasingly the educators 
have been showing concern about auto- 
mation. But the experience is never 
exactly the same in two cities. The 
profs, as a Ford man points out, wear 
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QUESTION — If market research is 
worth anything, why did Ford bring 
out the Edsel? 

ANSWER= When market studies 
were made, they showed there 
was a market for such a car. But 
by the time the car came out the 
public taste had shifted. 


QUESTION — | was interested in 
going through the plant to see no 
Negroes on production work, yet | 
saw three on janitorial work. 

ANSWER — That is what they ap- 
plied for. 
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QUESTION— To what extent does 
Ford Motor Co. encounter commu- 
nity relations problems due to ra- 
cial problems? 

ANSWER (by the local plant 
manager) —!/ can speak only for 
this plant. We don’t have many 
colored, but there is no segrega- 
tion; they use the same lavato- 
ries and the same line in the caf- 
eteria. 


QUESTION — Do you detect long- 
range factors in this recession com- 
ing along so quickly after the other 
one in 1958? Do you feel automa- 
tion is playing a role? 

ANSWER— That is a tough one on 
a tofal-economy basis. | don’t 
think automation has, over-all, 
if you look at a series that gives 
you an indication of productivity. 
Over-all, | don't think it's really 
the key factor. If is something 
we can’t put our finger on in the 
statistics. 

Trouble is, we have caught up 
with the pent-up demand. We've 
caught up not only with current 
needs, but pent-up needs, foo. 
Now we don’t have a backlog of 
demand. What we need are 
more new products ...I! can 
think of one: those dry cleaning 
machines that are coming up. 
We need more of those things. 


‘Facuity on Its Toes 


two hats—the educator’s and the con- 
sumer’s. So, once the quizzing starts, 
almost anything can come up. 

¢ How They Take It—Ford gets its 
first hint of the impression it has made 
from the two-minute sum-ups the guests 
present at the end of each seminar. It 
gets a more comprehensive view from 
the questionnaires it has been passing 
out afterward. 

Most of the educators seem im- 
pressed. Said one, “I wish more big 
companies would do this—and I mean 
a ‘big’ company, big in knowledge, for 
it takes a lot of knowledge to put this 
on.” Asked whether they would recom- 
mend Ford as a place for a graduating 
senior to work, many come up with 
replies like these: “By all means”. . . “I 
see Ford as a progressive, competitive 
company. 

But there is also an inclination to 


let the company know that the guests 
retain the right to pass judgments. 
There are criticisms of Ford’s “history 
of anti-unionism, which it must prove 
has been changed” and its “perhaps 
too great a degree of smugness.” 

At Nashville, a Vanderbilt Univer- 
sity professor voiced this reaction to the 
engineering seminar: “As engineers, we 
had the idea that cars were designed for 
engineers, and that just isn’t so. The 
cars are designed for what the market- 
ing department says the people want or 
what they’re going to make them want.” 

And Dr. Athens Clay Pullias, presi- 
dent of David Lipscomb College, rubbed 
some salt in a sensitive wound: “The 
Edsel has rendered a great service to 
the world and the people in it, because 
it proved that corporate wisdom is no 
more infallible than individual wis- 
dom.” END 
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PEACOCK 


Sweetest word 

in the office heard 
“that Ozalia paper's 
a colorful bird.’’ 





The peacock, they tell us, flaunts color to win attention. (From lady peacocks, 
we presume). You, too, can attract attention with color. But in a more business- 
like way. With Ozalid Sensitized Papers you can color-code any engineering or 
business system. Speed and simplify paperwork. Eliminate routing errors. Make 
sure important or top secret documents get 
instant action when needed. In engineering, 
for example, “blueprints” no longer need 
be blue. Office systems—production control, 
order-invoicing, income tax returns—can be 
coded by function, status, time or destina- 
tion. Sales bulletins, charts, graphs, presen- 
tations can be brightened ... made more 
effective by color. Want to simplify, error-proof your office system? Show your 
colors! Our booklet “Color says so much...so much faster” tells you how. Send 


for it today. Ozalid, Dept152,Johnson City, N.Y. 
OZALID 


Colored Papers speed communication, cut over- 
WE REPEAT 


head. 12 eye-catching stocks for dry Ozalid and 


semi-dry Ozafax machines. 
DIVISION OF GENERAL ANILINE & FILM CORPORATION 











Remember: for best results from Ozalid Whiteprinters 
use Ozalid Paper and Ozalid Supplies...we repeat; 
use Ozalid Paper and Ozalid Supplies. 
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Shift at Wharton 


Country’s oldest business 
school is putting more em- 
phasis on humanities and sci- 
ences. 


Next fall the University of Penn- 
sylvania’s Wharton School of Finance 
& Commerce, oldest business school 
in the country, will put into effect a 
long-planned revamp of its under- 
graduate curriculum. 

For a number of years, collegiate 
schools of business have been involved 
in a tumult of course revision (BW— 
Jul.18’59,p112). But until now most 
of the attention has been given to the 
taduate schools, which train only 

about 10% of the students who study 
business im college. 
e Pattern Setter—Because the new 
Wharton curriculum is an undergradu- 
ate program, because its approach is 
middle-of-the-road, and simply because 
of the prestige of the school itself, it 
is likely to be an indicator of the pat- 
tern other schools will be following. 
Furthermore, Wharton has come up 
with some innovations, and some of 
them, as an almost accidental side ef- 
fect, may bring the business school 
closer to the rest of the university. 

Wharton embarked on its revamp- 
ing program because the faculty re- 
alized that the school was teaching its 
students techniques that, in today’s 
rapidly changing world, are going to 
become outdated long before their 
business careers are over. 
¢ New Emphasis—Wharton’s solution 
generally takes the tack* recommended 
by the Ford Foundation and Carnegie 
Corp. studies of the business schools 
(BW—Oct.31’59,p84): more emphasis 
on the non-business areas of the hu- 
manities and the sciences. These sub- 
jects will take up 66% of the new cur- 
riculum, compared with 54% of the 
present one. 

For example, next fall’s incoming 
freshman will be thrown a tough six- 
credit mathematics course that goes 
into calculus and probability analysis. 
And, in either his first or his second 
year, the student will be guided 
through a sampling of physics, chem- 
istry, biology, and astronomy by a six- 
man team of Penn’s top scientists, 
headed by the university's president, 
physicist Gaylord P. Harnwell. Also on 
tap are courses in literature, arts, and 
social sciences. 

In addition to these required courses, 
the Wharton students will have to take 
at least 15 other non-business credits. 
Most of these must be in a single de- 
partment so that the work can be ad- 
vanced enough to offer a real challenge 
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BACKSTAGE AT BUSINESS WEEK 


Analyzing the analysts. Ever wonder 
what financial analysts read, other than 
the financial pages? We decided recent- 
ly to find out. We asked Crossley, S-D 
Surveys, Inc. to poll some 3,000 repre- 
sentative U.S. financial analysts about 
their relationships with seven leading 
general-business and news magazines. 





Of the 68% who replied, more mentioned 
reading Business Week regularly than 
any other. More (twice as many) men- 
tioned having the most confidence in 
Business Week. And more (three times 
as many) mentioned finding Business 
Week the most useful. (And potential 
advertisers please note: Business Week 
also finished first in readership-per- 
dollar). 


In the money. Speaking of readership 
surveys, we do pretty well everywhere in 
business and industry. Case in point: 
Another magazine recently sponsored a 
study among executives in the metal- 
working industries. They were asked 











A 


which of seven magazines they had 
read in the previous two weeks. The 
magazines were: Business Week, Life, 
Newsweek, The Saturday Evening Post, 
Sports Illustrated, Time, and U.S. News & 
World Report. Guess who came in sec- 
ond? That’s right. (We won't tell you 
who came in first; why give them a 


plug?) 





You advertise in 


BUSINESS 
WEEK | 


when you want to influence 
management men 








A McGraw-Hill Magazine 
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—and make the student something of 
an authority on at least one subject far 
removed from his business career. 

¢ Broader Approach—As for the busi- 
ness courses themselves, the required 
introductions to accounting, finance, 
marketing, business law, statistics, and 
the like have been broadened to leave 
out much of the technical knowhow 
and instead stress the contributions of 
these subjects to general corporate 
management. Another innovation: Top 
men in these fields (labor mediator 
George W. Taylor is one) will be 
teaching classroom sections of the in- 


_ troductory courses. 


The biggest change in the business 
half of the curriculum—and the one 
hardest to sell to the Wharton faculty 
—has to do with the time the student 
spends on his field of specialization. 
Most of the extra time for the arts 
and sciences is coming out of that. 
Under the new curriculum, Wharton 
departments won’t be able to specify 
more than 12 hours of advanced work 
in a major field, compared to as many 
as 28 now. 

The number of fields of specializa- 
tion, too, is likely to drop from the 
present 17, although this hasn’t been 
completely worked out vet. Some may 
go by the boards, while others may be 
moved to a new Wharton social sci- 
ences setup slightly apart from the 
regular business curriculum. 
¢ New Courses—Virtually all the basic 
business courses—and many of the ad- 
vanced ones—were especially developed 
for the new program. The new non- 
business courses were developed even 
more from scratch—often Wharton 
was asking for a kind of broad introduc- 
tion to a subject that simply wasn’t 
available. Many will be offered to other 
university undergraduates. The math 
department, in fact, will drop its old 
introductory course and offer the 
Wharton one instead. 

That underscores what may, in the 
long run, be the chief contribution of 
the new Wharton curriculum. For at 
Penn, as at many other large univer- 
sities, the business school and its stu- 
dents had slowly become alienated 
from the rest of the university. Even 
when Wharton students ventured over 
to the liberal atts school for a course, 
they were often put into special sec- 
tions for business students only. 
¢ More Togetherness—In the new de- 
signed-for-Wharton arts and sciences 
courses, there will be no special sec- 
tions. If these courses prove attractive 
to non-Wharton students, that may 
help to make the business school much 
more a part of the entire university. 
That will be a big step toward the basic 
aim of Wharton’s new curriculum—to 
impress upon the student that the busi- 
ness world is very much a part of the 
whole world. END 
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3 FLIP-TOP 





be PROJECTOR 
A professional salesman in a 13-lb. package 
. . . makes every neophyte a “pro’”’ and 


doubles the effectiveness of experienced 
salesmen. Just open it up and plug it in— 
the ‘““FLIP-TOP” presents your sales mes- 
sage without slip-ups or omissions . . . com- 
plete with sight and sound. See and hear 
the “FLIP-TOP” demonstrated at your 
desk. Learn how sight and sound will in- 
crease your sales! Write to: 


DuKane 


CORPORATION 
Dept. BW-41 ° ST. CHARLES, ILL. 





MORE PROFIT! 


IMPROVE EMPLOYEE PERFORMANCE 


@se of 4 attractively printed, wood-grained 
wall plaques with PUNCHY cooperation-pro- 
ducing messages. Tested, proved! Only $1.00 
set of 4 postpaid. Or 6 sets (24 plaques) 
$5.00 for use in different departments. 
CUSTOMCRAFT CREATIONS 

DEPT.A P.O. BOX 1111, PROVIDENCE 1,R.1,. ONE 





















THE MANAGEMENT MAN who 
reads Business Week is a man look- 
ing for ideas. He’s more than will- 
ing to give his attention to a busi- 
nesslike proposition when he finds 
it in the “best read” of all manage- 
ment magazines... 


BUSINESS WEEK 
A McGraw-Hill, Magazine 
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THE TREND 





The Recovery Gets Under Way 


We can all breathe a sigh of relief and pleasure 
that the 1960-61 recession is moving off into history, 
and that the recovery is getting under way (page 13). 

The upturn is not coming with dramatic sudden- 
ness; it rarely does. Indeed, skeptics can still point 
to a number of reasons for continued caution: 
Unemployment persists at a fairly high level, profits 
are still squeezed, inventories in some lines are still 
too high, and consumer demand, though it is improv- 
ing, still is far from ebullient (page 15). 

Nevertheless, the “minuses” among the economic 
indicators are all “laggards’”—evidence that we 
have been through a recession. And the “pluses” 
are concentrated among the leading indicators that 
signal a revival in business activity (page 16). 

The difficult question is how strong the recovery 
will be. When a genuine turn occurs in the business 
cycle it tends to be self-reinforcing; the cumulation 
of over-all strength as demand leaps from one sector 
to another then surprises the skeptics. who chronic- 
ally wonder (before they find out) “Where’s the 
improvement going to come from?” 

With a fuller return of both business and con- 
sumer confidence, the business cycle should, as the 
economists now say, “cyke” us up into a record 
1962. And we will then need wise fiscal and mone- 


tary policy—and wise business and trade union 
policy—to keep us up and growing. 


Negotiating on Laos 


Pres. Kennedy has responded with characteristic 
energy and resolution to the crisis in Laos (page 
20). To meet the threat of a Communist takeover, 
he has moved to strengthen the Laotian government 
militarily and has also given evidence that, as a 
last resort, the U.S. and its allies are prepared to 
intervene. At the same time, the President wisely 
has offered to negotiate a compromise settlement in 
Laos so long as it provides for the independence and 
neutrality of this strife-torn kingdom. 

If there has been an element of brinkmanship 
in Kennedy’s response, it is only because the situa- 
tion demands it. How else could he expect to 
bring the Communists to the conference table and 
assure the West of some bargaining strength there? 
If we have learned one lesson from the postwar 
years, surely it is that the Communist powers will 
push their advantage in every trouble spot until 
we say, “No further.” 

There are, of course, risks of two kinds in the 
policy the U.S. is pursuing. If Soviet Premier 
Khrushchev should refuse to negotiate, or insist on 
impossible terms for East-West talks, the U.S. could 
become involved in direct military intervention in 
Laos, which could easily lead to another Korea. On 


100 


the other hand, by agreeing to a conference on the 
final status of Laos that presumably would include 
Communist China, we clearly run the risk of so 
weakening the pro-Western forces in Laos that the © 
Communists can count on a gradual takeover. 

To minimize both of these dangers, Kennedy has 
moved skillfully to establish a common front with. 
the other members of the Southeast Asia Treaty 
Organization. He has been especially careful to 
work closely with Britain, as witness his quick trip 
last weekend to confer with Prime Minister Mac- 
millan at Key West. 

At best, the course of negotiations on Laos is 
likely to be slow and tortuous, particularly if Com- 
munist China gets into the act at some stage. 
Moscow itself is capable of frustrating and even 
dangerous stalling tactics. At midweek Khrushchev 
still had not agreed to a cease-fire, which is an essen- | 
tial first step toward any settlement. Until Moscow 
makes its position clear on this matter, the U.S. 
and its SEATO allies will have to stand ready to 
make good on their commitments in Laos. 


A Frank Budget 


Pres. Kennedy deserves good marks for his fiscal 
1962 budget message, in which he combined a mod- 
ern contra-cyclical economic philosophy with a 
prudent degree of fiscal conservatism (page 22). 

To some critics, who regard any red ink in the 
budget as a sign of fiscal irresponsibility, this will 
appear to be a contradiction in terms. However, it 
has become perfectly respectable doctrine today 
among competent economists, whether Democrats 
or Republicans, te favor a budgetary deficit as a 
means of helping the economy to regain full employ- 
ment. If Kennedy is innovating, it is in the area 
of political frankness, not in economic policy. 

The President obviously must regard fiscal 1962 
(which begins July 1) as, prospectively, a quasi- 
recession year. Though he expects the business 
curve to be moving upward, he apparently believes 
it will not be rising fast enough, and wants to help 
it along with his fiscal policy. 

If it turns out that his forecast is too cautious on 
the over-all economy next year, the budget will not © 
create inflationary pressure. Should a really exu- 
berant expansion develop, revenues would rise, too 
—and an actual surplus in the budget might be the’ 
happy result. 

Kennedy also rates credit for his rather sharp 
reproof of those who would solve the nation’s eco- 
nomic problems by simply pumping more money — 
into the system. ‘We will not waste our resources,” 
said Kennedy, “on inefficient or undesirable expendi- — 
ture simply because the economy is slack . . .” 
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